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can be interested in 


LOANS BASED ON 
WAREHOUSE RECEIPTS?” 


FIELD WAREHOUSING by Douéglas-Guardian greatly ex- 

pands the possibilities of loans based on Warehouse Receipts. 
It brings the warehouse to the inventory . . . brings together the 
company needing capital and the bank with money to loan, on a basis 
highly satisfactory to both. 


Speaking of Field Warehousing, the head of one of America’s 
largest banks recently said: ‘‘I believe that banks could make many 
short term loans to industry, which they are not now making, with 
safety and profit to themselves.”’ The italics are ours. Isn’t this 


the description of most attractive loans? How much potential 
business of this sort are you missing? COLLATERAL WAREHOUSED ON PREMISES 


Almost any inventory, whether of raw material or finished 
product, provides the basis for a Field Warehousing set-up by 
Douglas-Guardian. We are backed by years of successful 
experience in the work, and have been commended time and 
time again both by the bank and the borrower for the facility 
with which the loan is arranged, the lack of red tape, and our 
competent shouldering of most of the details. 


Check over your loan applicants. Are you withholding 
approval in some cases where inventory is available as a basis 
for Field Warehousing—permitting a loan that would be 
fully and effectively covered? And if you are, and would 
like information on the particular situations you have in mind, 

write us in confidence and we will be very 


glad to give you our specific suggestions. 
GLAD TO MAIL YOU A COPY OF 
THIS FREE BOOK 
sing —It’s a concise but comprehensive presentation of 


> wareliou Field Warehousing as conducted by Douglas- 

fLD jain Guardian. Points out some pitfalls to avoid . . . for 
Fl de P instance the important differences between legiti- 
Ma mate Field Warehousing and subsidiary ware- 
housing. Gladly mailed without cost or obligation. 
Clip the coupon right now as a reminder. 


by Douglas— Guardian 


DOUGLAS-GUARDIAN WAREHOUSE CORPORATION — Nation-Wide Warehousing Service 


NEW ORLEANS, LA, 118 North Front Street - - CHICAGO, ILL, 100 W. Monroe Street 


NEW YORK, N. Y. DALLAS, TEXAS ROCHESTER, N. Y. EASTON, MD. SPRINGFIELD, MO. 
100 Broad Street 401 Tower Petro. Bldg. 1223 Commerce Bidg. 428 South St. 215 Holland Bldg. 


SAN FRANCISCO, CAL. TAMPA, FLA. SS LOS ANGELES, CAL. MEMPHIS, TENN. 
er % 


485 California St. 416 Tampa St. Garfield Bldg. 106 Porter Bidg. 





“You see, the trend is toward 
La Monte Safety Paper 
for PASS BOOKS, too” 


| 
| 


The protection and prestige gained for 
bank checks through the use of La Monte 
Safety Papers is being extended more 
and more to Pass Books. 

For Bankers realize that Pass Books are 
valuable and should be fully protected 
against fraudulent alterations. 

Your Lithographer or Printer will show 
you how effectively La Monte Safety 


Papers have been used in this way by 
other Banks. You will find him compe- 
tent and helpful. And he will gladly 
assist you in developing for your insti- 
tution an individual Trade-Mark design 
incorporated in the paper itself—a 
La Monte feature which affords the 
utmost in safety and distinction. 


La Monte Safety Papers are today specified by leading business institutions 
from coast to coast, including more than 75% of the nation’s largest banks. 


GEORGE LA MONTE & SON 
Nutley .... New Jersey 
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ates significant to Banks sponsoring 


SAVINGS CLUBS - 


Loaning 


1 856 _ In this year Rand 


M®Nally & Company was founded to render a creative 
printing service to Industry and Commerce. Its earliest 
endeavors were to develop a higher standard of the 
printing arts, embodying the strictest standards of 
accuracy. 


1868 Numbered printing was added 


to the services offered by Rand M‘£Nally & Com- 
pany this year. This type of printing carried with it 
tremendous responsibilities. Every ticket, railroad pass, 
coupon book, scrip, and numbered form had to be 
accounted for and protected against error and against 
duplication by counterfeiters. This was the beginning of 
what later brought forth many Rand M‘Nally perfec- 
tions and inventions in numbered and collated printing. 


S71 Outstanding success in other fields 


resulted in Rand M£Nally & Company becoming asso- 
ciated with Banking in 1871. The friendly, cooperative 
relationship then established has continued without 
interruption for 67 years. Each year the services rendered 
banks have become more useful and valuable. 
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The numerical system of iden- l G l 1 


tifying banks was this year adopted by the American 
Bankers Association. Rand M®Nally & Company, be- 
cause of its reputation for scrupulous accuracy and 
reliability, was given the responsibility for maintaining 
and supervising this Transit Number system, a respon- 
sibility it has faithfully discharged for 27 years. 


In January of this year 193% 


Rand M®Nally & Company offered banks a new service 


in Savings Club and Loaning systems. Over 80 years of 


creative printing, 70 years experience in numbered and 
collated printing, and 67 years of close association with 
banks and banking problems are the heritage upon which 
this latest service is based. 

This service provides banks with complete systems for 
the operation of Christmas, Tax, Vacation, and other 
types of Savings Clubs, and for the collection of personal 
loans and amortization of mortgages. Coupon books, 
pass books, punch or dating cards, together with the 
requisite advertising materials, are available in a large 
variety of styles and designs. All are custom-built to 
meet the requirements of each individual bank. 
Bankers everywhere have been quick to recognize the 
value of this new service. Write today for samples and 
complete information. 


RAND MENALLY & COMPANY systems division 


NEW YORK 
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536 South Clark Street, Chicago 
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THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


Statement of Condition, September 30, 1938 


RESOURCES 

Caso anD DuE From Banks ....... . . « « « $ 986,341,323.24 
Buttion ABRoAD AND IN TRANSIT . . . . . 1. eee 37,050,975.81 
U. S. GovERNMENT OBLIGATIONS, DIRECT AND FULLY 

GUARANTEED . . . n 4 OM: Se aw a wR OR 661,918 ,043.40 
STATE AND MunIcIPAL Secu RITES ok ke a KP DR 108,747,143.17 
OrHER Bonps AND SECURITIES. . . . . ey dee ae 174,451,571.41 
Loans, Discounts anD BANKERS’ ACCEPTANCES. . . 1. 620,196,819.77 
ee ee ee ee ee ee 34,865,058.10 
PON EANITAEE Sk eK ewe He ee SAS 6,835,051.92 
MortGaGEs . .. . a a oe ae a ae a ae a 11,297,190.31 
Customers’ ACCEPTANCE L MIT. 6. ik cc Be Sow ee 48 22,003,055.08 
\OPRMRABERTS. so 4 Pe ss tN Ry ce Re De SS 6,416,425.19 





LIABILITIES 
CapITAL Funps: 


Caprran. Sroex.. ..... 6s « « « SORA 
SURPLUS << 6 «= « «© ws 2 es ss + w BOZO 
UnpIVIDED ProFirs ........ 31,136,343.12 
$ 231,676,343.12 
RESERVE FOR CONTINGENCIES . . . . 2 2 2 © © © @ 16,867 ,007.26 
RESERVE FOR TAXES, INTEREST, ETC. . . . - «© © «© « + 1,700,804.22 
Deposits... Bi Re eee ae Cee 4S Se 
ACCEPTANCES Ceeniaminn E es — 22,779,871.31 
LiaBILiry AS ENDORSER ON Aamaecsens 4 AND _— Bit LS . 12,169,784.94 
Ce CMRI ks SE Ke we eR ES CSG 7,954,653.54 


$2,670,122,657.40 





United States Government and other securities carried at $134,108,067.90 are pledged to secure 
public and trust deposits and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 
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We Get Many Valuable Services 


From City. Correspondents 


It would be expensive, if not impossible, for many local banks 
to handle the widespread business of local industries without 


the aid of city correspondents. 


But those services are available 


and city banks are eager to give them, as this experience shows. 


operate efficiently without the 

services of our city corre- 
spondents. We depend upon them to 
help us, not only with improvements 
in our own operating routine, but 
also with service to our customers. 
Not a business day passes in which 
we do not get service from one or 
more of our correspondents. 

We have correspondents in Chi- 
cago, New York, Cleveland, Detroit, 
and Minneapolis—and we need 
every one of them, for our business 
demands this geographical distribu- 
tion. We use all of our correspond- 
ent banks regularly, and call upon 
each one for specific, individual aid. 

To understand our needs, a brief 
sketch of our local situation may be 
enlightening. Munising, located in 
the Upper Peninsula of Michigan, 
has a population of 4,000. Despite 
the fact that this is considered a 
small town, our bank does business 
with a large paper mill, a wooden 


O~ bank could not hope to 


By O. E. BROWN 


Cashier, First National Bank of Alger County 
at Munising, Munising, Mich. 


ware factory, a large utility, lum- 
bering and logging interests, and a 
variety of local small businesses. 
First of all, in using our corre- 
spondent banks, we sort checks so 
that they are cleared through the 
city from which we can get the most 
prompt returns. It is surprising what 
a variety of geographical locations 
can appear in checks in a town of 
this size, but they are deposited by 
companies selling over a wide area. 
A systematic separation aids con- 
siderably in their prompt collection. 
We have a correspondent in Cleve- 
land chiefly because the Cleveland- 
Cliffs Company which has many 
business interests in the Upper 
Peninsula, with its headquarters 
there, and its checks are most advan- 
tageously collected in Cleveland. 
Cleveland is also a natural outlet 


for a lot of local products which are 
shipped into Ohio and that section 
served by Cleveland. 

Checks and other business trans- 
actions relating to the Lower Penin- 
sula of Michigan go to a Detroi 
bank. . 

Minneapolis is our Federal Re- 
serve City, and we come under its 
jurisdiction. A large number of our 
checks are sent there for this reason. 
It is for the sake of convenience and 


speed in handling these that we have — 


two correspondents in Minneapolis. 

We could not very well do with- 
out our New York correspondent. 
We use New York considerably in 
securing remittances for foreign 
exchange. This is a matter of both 
big and little business with us. The 
big business is for the local paper 
mill, which buys large orders of 
pulp wood in Canada at regular 
intervals during the year. These 
transactions involve the purchase of 
foreign exchange which we secure 





Correspondent Services Supplied To This Michigan Bank 


1. Checks are cleared. 


2. Credit information on busi- 
ness concerns is supplied. 


3. Foreign exchange is ar- 
ranged. 


4. Interest coupons on bonds 
are collected. 


5. Security transfers are 
handled. 


6. Bond sales and purchases 
are arranged. 


7. Routine collections 
made. 

8. Surplus funds are received 
on deposit. 

9. Commercial paper is bought. 

10. Information on _ securities 
is supplied. 

11. Interpretations of new rul- 
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are 


ings of the supervising author- 
ities are given on request. 

12. Information on the financ- 
ing of foreign trade is supplied. 

13. Assistance by research de- 
partment is rendered. 

14. Use of bank libraries is 
made available. 


15. Information on banking 
policies and routine is offered. 
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This is the wide territory over which one bank with resources of a million and one-quarter, in a town of 
4,000, must handle business for its customers. In doing this, it is aided by its correspondent banks. 


direct from New York City. 

The little business comes from 
individual customers who are immi- 
grants from foreign countries, and 
who occasionally send money to 
their native countries. It is true 
that many of these are only small 
amounts. To some bankers, this 
might sound like “chicken feed”, 
but it helps, over a period of time, 
to make an income showing from 
foreign exchange. 

Most of these foreign groups are 
thrifty and wise in money matters. 
When they learn that we can be of 
service to them in such money mat- 
ters as foreign exchange (which is a 
great mystery and a complicated 
procedure to them), we gain their 
confidence as well as their savings 
accounts and other banking business. 

We also use our New York bank 
to clear interest coupons on bonds 
payable in New York; also, the 
transfer of securities, some buying 
and selling of bonds, routine collec- 
tions, and clearance of Eastern 
transit items are handled there. 

Most of our major correspondent 
business is carried on through Chi- 
cago, where we have two corre- 
spondent banks. Chicago is our 
most extensive business outlet, and 
most of the business of the indus- 
tries in this territory flows in that 
direction. The paper company has a 
Chicago office and many local mer- 
chants deal with large wholesale 
firms there. 

At present, when less of our 
money is loaned, we keep a good 
proportion of our surplus on deposit 
in Chicago for safekeeping. We send 
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all miscellaneous items to Chicago, 
and have recently been collecting a 
lot of interest coupons through that 
city. Since we have the same time 
schedule as Chicago, during most of 
the year we find it more convenient 
to handle our buying and selling of 
securities there. 

At times, when commercial paper 
is available, we buy through one of 
our correspondent banks, usually 
Chicago. We also seek the advice 
and information of their authorities 
on commercial paper as well as on 
securities. 

Our larger correspondent banks 
encourage us to write them when- 
ever we want any help, no matter 
what it is. We have taken them at 
their word, and have written them 
to secure interpretations they have 
had made of new rulings of the 
supervising authorities, to get infor- 
mation on currency, and on the 
financing of foreign and domestic 
trade. We have always had prompt 
replies, and have been given reliable 
information. 

We also use their libraries and 
research departments in considering 
both local and distant loans and 
investments. Often, small banking 
problems arise within the business 
itself, and we secure technical assist- 
ance from the correspondents. 

The credit departments of all of 
our correspondents are a source of 
credit information which we tap 
constantly. Any facts they have 
regarding an industry or an individ- 
ual borrower are available to us. 
We usually ask the assistance of the 
bank in whose territory our inquiry 


may happen to fall. 

When one of our local industrial 
concerns receives an order from a 
firm or individual whose rating is 
not known to them, we ask our 
correspondent bank to check it. 

We also call upon a correspond- 
ent’s credit departments when con- 
sidering investments in its territory. 
Because this is a resort and logging 
country, we frequently have oppor- 
tunity to do business with firms, 
individuals, and groups from other 
sections of the country. In such 
cases, we again use the credit de- 
partments of our correspondents. 

I could probably list other services 
both major and minor rendered by 
our correspondent banks, but I 
have listed the most typical and 
common occurrences. New prob- 
lems and new uses develop from 
time to time. 

I have heard some bankers state 
that they seldom use their corre- 
spondent banks. If that is true, they 
are overlooking the opportunity to 
benefit from the specialized experi- 
ence of the city bank’s officers. Not 
to use these services is quite similar 
to buying a car and leaving it with 
the dealer from whom you bought 
it, without ever using it. When we 
leave a deposit in a city bank, we 
are buying the privilege of benefit- 
ting from the experiences of the 
officers of that bank. When we fail 
to ask for those experiences, we are 
failing to use what we have bought. 
I really believe that our country 
banks would have great difficulty in 
operating successfully if these helps 
were not available. 
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A President’s Report To His Directors: 


Showing Improvements In Security Holdings , 


After seeing the report made to directors by Spencer S. Adams, 
president of the South Norwalk Trust Co., South Norwalk, Conn., 
while visiting in the East, the Editor asked for permission to 
republish it because of its interest to other bankers —and here it is. 


some of us have devoted much 

serious consideration to the 
problem of bonds to be owned by 
banks. 

In 1928 our deposits were around 
$7,500,000. Since that time, there 
was one period of eight months 
when our demand deposits dropped 
off nearly $900,000, and another 
period of eighteen months when our 
savings deposits shrank by nearly 
one million dollars. This loss in sav- 
ings deposits, which occurred prin- 
cipally in 1929, was caused by the 
increase to 5% in the rate of inter- 
est paid by mutual savings banks. 
The loss from 1930 to 1933 was 
small and, so far as we can discover, 
was not occasioned by lack of con- 
fidence in this bank but by world- 
wide conditions. For the United 
States, from 1930 to 1933, time de- 
posits in commercial banks went off 
42% and demand deposits, 36%. 
The fluctuation in bonds during that 
period was 8% in Governments, 
21% in highest grade municipals, 
and 4414,% in corporate issues. The 
approximate difference in deprecia- 
tion of corporate issues was as fol- 
lows: 

Highest grade issues....... 15% 

Second grade railroads... .80% 

Second grade public 

a ORE PCr ree 60% 

Second grade industrials. . .65% 

It appeared to some of us that we 
had too many high grade bonds with 
long maturities and too many of our 
short maturities, good when pur- 
chased, had become poor grade. 

We believe that banks should 
derive their earnings from loans and 
bond yields, but that a mark-up on 
securities is only incidental and 
should not be included in the earn- 
ings for the year. 

Prior to 1936, the advice of a large 
neighbor bank had been sought 
from time to time on individual in- 
vestments, but in that year we 


D sme the past several years 
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began to send them our complete 
list with requests for broad recom- 
mendations. Our list has also been 
sent regularly to our New York 
correspondent bank and much of 
their advice has been followed. We 
had valuable assistance from an old 
investment house. They provided 
the necessary “prodding” to make 
changes in several instances. There 
were commissions to be earned, but 
the recommended changes were 
sound and disinterested. We did not 
succeed in selling all of the weak 
railroad bonds or quite all of the 
long maturities, but in the present 
market it would seem that we should 
hold them. 

There is never a time when one 
can just sit back and cut coupons. 
Believing, however, that the major 
operation is over, I report a sum- 
mary of the results to date. 

Bonds which we sold in the past 
eighteen to twenty months (85 sep- 
arate issues amounting to $785,000) 
are now selling lower to the extent 


of $65,000. Bonds which we bought 
(25 issues amounting to $1,000,000) 
are selling $20,000 higher, and rep- 
resent a shortening of maturities of 
at least eleven years. As business 
has not improved and money rates 
are still low, much of the benefit of 
selling the longer maturities is yet 
to be realized. 

The loans in a bank such as ours 
are necessarily slow and of course 
the mortgage loans in the Savings 
Department are particularly slow. 

No matter how good the quality 
of its bonds with long maturities, a 
bank is in a vulnerable position if 
it holds too many long term bonds 
for the following reasons: AAA 
bonds yielded 434% in 1926, 514% 
in 1932, and 3% in 1936—a differ- 
ence in yield of 214 points within 
four years. A difference in yield of 
two points in a ten-year bond would 
cause a fluctuation of 17 points, and 
in a twenty-year bond a fluctuation 
of 30 points. 


(Continued on page 689) 


This shows what benefits may come from using investment information 
supplied by city correspondent banks who employ bond specialists. 
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Misleading Statements About Banking 


How One Banker Met Their Challenge 


The demagogic “loose talk”? with which the critics of banking 
decry our profession cannot be allowed to stand unanswered. 
Here is how one banker promptly and courageously tore 
aside a deceptive veil to lay the true picture before the public. 


which was published in The 

Washington Star on May 24 and, 
I presume, in other papers which 
carry your articles. Your comments 
cn the letter quoted therein indicate 
that you seem sure that there is a 
“sit-down” strike by banks; that 
what you term as “facts,” as set 
forth in the quoted letter, “seem to 
be strange, but they are not—unfor- 
tunately — unusual.” You _ state, 
“Why banks should follow this 
peculiar policy is one of the political 
mysteries of our times. I think a 
proper explanation to the American 
people is in order.” 

I confess that I know little or 
nothing of the art of writ'ng for 
publication, just as I can well real- 
ize that probably you know little or 
nothing of the art of lending money 
—and it can be more than a mere 
profession. Therefore, I have little 
hope that this will reach even a 


I CAREFULLY read your article 


small portion cf those who read your 
column. 

I am inclined to believe that your 
article, which I consider most unfair, 
was written without a thorough in- 
vestigation and due consideration of 
facts easily obtainable from any 
reputable bank. I cannot agree that 
the letter you quote contains “facts,” 
as you term it; at best, it is merely 
a sketchy basis for criticism. Since 
1933 it has been extremely popular 
to malign banks and bankers. How- 
ever, banking is a big business as a 
whole, employing many thousands 
of persons, and so near to the very 
heart of business in general and of 
public welfare that responsible per- 
sons and publications should not 
take “pot shots” at it just to gain 
applause. 

The letter you quote is quite inter- 
esting and I agree with you that 
similar thousands are pouring in, 
mostly to the R. F. C. However, if 


you will make close inquiry at the 
R. F. C., you will find that an ex- 
tremely large percentage of them 
are cast aside as unworthy of con- 
sideration. I should not be surprised 
if those rejected would exceed 90 
per cent of total applications. I 
recently presented to the R. F. C. 
the case of one of our customers and 
I was told that the requirements of 
the R. F. C. were very little, if any, 
less than those of the banks. The 
reason is perfectly plain to anyone 
familiar even with elemental bank- 
ing. Those being rejected constitute 
a portion of the thousands who 
would like to borrow, but who have 
not sufficient assets of their own to 
give reasonable support to a loan; 
or records of past performance that 
would justify a lender in expecting 
repayment. Many thousands of such 
persons want to borrow but cannot, 
on their record, do so; and it is they 
who are the disgruntled, highly 
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On Friday, May 24, 1938, a letter was published 
in a column called “We, The People”, conducted 
by Jay Franklin in the Washington Evening Star, 
which appeared to have in it damaging evidence 
as to the lack of willingness of bankers to lend 
money. 

The letter was said to have been written to the 
Star by a manufacturer of women’s clothing in 
Chicago. The letter stcted that additional ma- 
chinery had been bought, and six extra persons 
hired to use it, and that because the firm did not 
have enough capital to carry the business through 
the summer, the manufacturer went to a local 
bank, explained the situation, and asked to 
borrow $1,000. 

The letter stated that this was the first request 
for a loan the firm hac made, and that upon 
request, a statement was submitted showing a net 
worth of about $6,000. The letter, of course, did 
not state of what this net worth consisted, but 
because of the nature of the business, it is very 
readily recognized by those who understand, that 
a large part of it might have been accounts re- 


ceivable which may or may not have been good. 

Also, those who understand the business know 
that there are many possibilities of leftovers 
because of style changes. As a matter of fact, 
the letter did not give anywhere near enough 
facts regarding the business to make it possible 
for anyone—not even a bank credit man—to 
estimate the possibility of the firm repaying the 
loan of $1,000. 

The letter was purported to have been written 
in an effort to get a loan from the R. F. C. The 
column conductor stated that, while these facts 
appeared to be strange, they were not unusual. 

Following the publication of this letter, Clarence 
F. Burton, president of the City Bank of Wash- 
ington, D. C., answered it in a straightforward, 
honest way, and the answer was published in 
the Washington Evening Star, on Friday, June 10. 

The methods used by Mr. Burton to explain 
why the public is not always in a position to 
judge the credit rating of a prospective borrower 
such as this, are so practical and so helpful that 
we publish the answer here in full.—The Editors 
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audible critics. Neither banks, the 
Government nor individuals are go- 
ing to give money to such applicants 
or become partners in unstable 
enterprises under the pretext of it 
being a loan. There are thousands 
of people who want the other man’s 
money and complain when they can- 
not get it. 

It is difficult for the banker, but 
easy for others, to forget the 
violent criticism of the _ banks, 
around the time of the bank holi- 
day, for having “frozen loans’; and 
the word “frozen” in banking does 
not mean bad, but loans slow and 
difficult of collection. Depositors 
wanted their money and_ they 
wanted it immediately, and no ex- 
cuses were accepted. One depositor 
turned down started a run, and the 
bank closed. Now, every one seems 
to have had a change of heart and 
wants the banker to “loosen up” to 
make slow or- doubtful loans and 
“take a chance.” Just when are 
they going to switch back again? 

Apparently it never occurs to the 
public that out of an average bank’s 
total resources 5 per cent is capital, 
5 per cent surplus and 90 per cent 
deposits borrowed from the public; 
that losses of 6 per cent of resources 
will impair capital so that the bank 
must find new capital or liquidate. 
The formula set up by supervising 
authorities is that a bank should 
have approximately $1 in capital for 
each $10 of deposits. Some have 
more, but a few have less. How- 
ever, on the average it means that 
the bank loans consist of $10 of 
depositors’ money—due on demand 
—to $1 of the bank’s own capital. 
How many depositors do you think 
would be willing to have their por- 
tion tied up in slow or semi-doubt- 
ful loans and would be willing to 
wait for their money until the loans 
are collected? How many depositors 
do you think would be entirely 
satisfied if the bank assumed the 
first losses on frozen loans out of its 
portion and asked the depositor to 
take care of the rest by waiting and 
hoping? It was not men like you 
who sat in their offices in the bank- 
ing crisis, losing their hair that was 
fast turning gray, trying to dig up 
greenbacks so that the depositors 
could hide them in safe deposit 
boxes or mattresses. One bank in 
Washington borrowed from the Fed- 
eral Reserve Bank of Richmond on 
Government bonds, some of which 
declined to 82, and the Federal 
Reserve forced them to keep putting 
up margin to meet the decline. The 
Federal Reserve would not even 
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take a chance on Governments com- 
ing back! There is no law today to 
stop them from making the same 
requirement. 


To get down to the letter you have 
quoted, I see no reason why you or 
I should accept the statements con- 
tained therein as “facts” without 
investigation; personally, I do not 
believe half of it. To be fair, it was 
your duty to investigate before 
labeling it as a “fact” for public con- 
sumption. If you will give me the 
name of the writer, I will do it my- 
self. Aside from the question of 
whether or not the firm was entitled 
to a loan, I offer no excuses for any 
bank that would treat a customer as 
was described in that letter, but it. 
is hardly fair to indict and condemn 
the bank on one man’s statement 
that such was the case. Frankly, I 
do not believe it. I do not know of 
any bank that would indulge in such 
a practice. On the other hand, I 
know that all the bankers with 
whom I am acquainted are going 
out of their way to explain fully 
why they cannot make a loan on an 
application which must be denied. 
The men in my institution have 
spent hours with loan applicants 
even when they felt that, from the 
record submitted, it was hopeless. 

The next thing to consider is the 
question of whether or not this 
applicant, whom you quote, was 
entitled to the accommodation re- 
quested. He states that he has a 
net worth of $6,000 and wants to 
borrow $1,000. Have you ever seen 
a statement where the applicant has 
$56,000 in assets and owes $50,000? 
I have, many times. That makes a 
net worth of $6,000. Would you care 
to lend your own and other people’s 
money on such a statement? In the 
case you cite there is no indication 
as to what are the assets or the 
liabilities, nor whether he has set 
down as an asset all of his accounts 
receivable—many of which might 
be bad; his inventory—which may 
be depreciated—or furniture and 
fixtures that would not be worth 10 
cents on the dollar. No indication 
is given as to whether it has been a 
profitable business in the past or 
what ability has been displayed by 
the proprietors. You know nothing 
of their past records for bankruptcy, 
slow payment or otherwise. You 
merely wonder why a banker will 
not “take a chance” and, if expecta- 
tions are not fulfilled, write it off 
against their stockholders’ invest- 
ment. 


I have before: me now an actual 


(Continued on page 687) 
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The Taxation Of Gifts ’ 


The series of bank taxation studies which we published during the past 
year and a half brought an appreciative response from banks in all parts 
of the country. We believe that Mr. Bloomenthal’s new studies of special 
tax problems, of which this is the first, will be of equal interest to you. 


By LAWRENCE R. BLOOMENTHAL 


a» Bankers frequently are 
soe on ad called upon to consult 
with clients who wish 
to distribute property 
holdings during their 
lifetime, in order to 
reduce the tax burden upon their 
estates to a minimum. These clients 
often assume that although gifts are 
taxed by the federal government, 
gift taxes will be offset by the sav- 
ings in estate taxes. While savings 
can be effected in this way, the mat- 
ter is not as simple as it might ap- 
pear. 

For one thing, the primary pur- 
pose of the gift tax is to prevent 
evasion of the tax upon estates. 
Estate tax laws now in force are 
based upon the Revenue Act of 1916; 
from 1916 to 1924 it was possible to 
distribute an estate tax-free during 
the lifetime of the owner and thus 
avoid all taxes-upon the estate at his 
death. The only exception to this 
rule was that gifts made in ‘“con- 
templation of death’ were treated 
as a part of the estate for tax pur- 
poses. But it was difficult to prove 
that “contemplation of death” was 
the motive underlying a gift. Dur- 
ing this period, the government 
prosecuted 102 “contemplation of 
death” cases and lost 78 of them 
outright—even though half of these 
donors were shown to have been 
more than 70 years of age when 
they made the disputed gifts. 

In 1924, a gift tax was adopted for 
the first time, but it was found diffi- 
cult to enforce and was repealed in 
1926. Between 1926 and 1932, there 
was no direct tax upon gifts, but the 
estate tax laws were amended to 
take care of the most serious prob- 
lem. Section 302 (c) of the Revenue 
Act of 1926 introduced a “conclusive 
presumption” that all gifts of a sub- 
stantial portion of the donor’s prop- 
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erty were made in “contemplation of 
death” if they took place within two 
years before the date of death. The 
taxpayer was not allowed to intro- 
duce any evidence to dispute this 
presumption and, regardless of the 
true facts, these gifts were treated 
as though they were legacies being 
given under the last will and testa- 
ment of the donor. That is, the 
previous transfer was disregarded 
and the value of the property trans- 
ferred was included in the taxable 
estate of the donor after his death. 

Then, in 1931, the Supreme Court 
held that this “conclusive presump- 
tion” was unconstitutional and 
violated the Fifth Amendment by 
depriving the taxpayers of property 
without allowing them a hearing on 
the merits, according to the require- 
ments of due process of law.(1) This 
decision caused Congress to re-enact 
the gift tax in 1932 and some such 
tax seems destined to remain a per- 
manent part of the federal revenue 
system. 

Since 1932, all transfers of prop- 
erty “by gift’ during the lifetime of 
the donor are subject to taxation if 
their value exceeds the total exemp- 
tions allowed by statute.(?) 


DEFINITION The accepted legal 
definition of a gift includes all 
transfers of property for which no 
valuable consideration is received. 
Whether such a transfer has actually 
taken place depends upon several 
factors. The donor must have 
intended to make a gift; merely 
loaning the property or turning it 
over to some other person to man- 
age cannot be construed as a gift. 
Then, it must be shown that the 


(1) Section 302 (cc), Revenue Act of 1926; 
Heiner vs. Donnan (1931) 285 U. S. 312, 52 8. 
Ct. 358; statistics as to the outcome of these 
cases are given in the dissenting opinion of Mr. 
Justice Stone. 

(2) Sections 501-532, Revenue Act of 19382; 
Regulations 79, as amended. 


subject matter was delivered to the 
donee directly or indirectly through 
the medium of an agent or trustee. 
Finally, an acceptance on the part 
of the donee must take place.(?) 


Delivery of a gift is of the utmost 
importance. Even though all of the 
other requirements have been ful- 
filled, failure to deliver the subject 
matter will defeat the intentions of 
the donor. In a recent case, secu- 
rities were found in a safety deposit 
box after the death of their owner, 
with a notation that they had been 
transferred as a gift to a certain 
person. Since the donee was 
unaware of the existence of these 
securities and the deceased had been 
in the habit of opening the box and 
removing its contents without con- 
sulting the donee, it was ruled that 
no gift had been made. This ruling 
would have been different, however, 
had the keys been surrendered to 
the donee so that he alone had 
access to the box. When actual 
transfer of the property is impos- 
sible, inconvenient or impractical, a 
“constructive delivery”, such as 
handing over the keys to a safe 
deposit box, will be sufficient to 
complete the gift.(4) 


‘ 

SURRENDER OF CONTROL The 
Treasury Department has ruled that 
a gift is not taxable until it has been 
completed and that gifts are incom- 
plete until: 

“***the donor has so parted 

with dominion and control as to 

leave in him no power to cause 

the beneficial title to be revested 

in himself’. 

All agencies of the government 


(3) Adolph Weil, 31 BTA 899; Bishop's School 
upon Scripps Foundation vs. Wells ( )—65 
P. 2d. 105. Ott vs. Ott 182, 8. C. 135, 188 S.E 
789; In re Rainbow's Estate 251 App. Div. 809 
298 NYS 89. 


(4) In re Brueshs Estate, 122 NJ Eq. 329, 194 
A. 60; Farris vs. Farris, 269 Ky 466, 107 SW 
(2d) 299. 
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The fundamental purpose of these taxes, of course, is to divert certain portions of estate accumulations for operating the 
government and for subsequent redistribution through the channels of national trade. Our artist has shown the “Gift Tax” dam 


as a rather makeshift affair—not with the idea that it is a temporary structure, but because it is still in the construction period, 
with several uncontrolled leaks which undoubtedly will be blocked or regulated in the completed form. 


agree that a gift is incomplete if the 
the donor retains an _ unlimited 
right to modify, alter, or revoke it. 
They are in accord also in holding 
that this rule applies whether a gift 
is made outright or the property is 
placed in trust.(>) 

The Federal Courts and the Board 
of Tax Appeals, however, do not 
agree with the Treasury Depart- 
ment on the effect of creating an 
irrevocable trust and at the same 
time, providing that the grantor 
shall have the power to change the 
interests of the beneficiaries. In the 
recent case of Hesslein vs. Hoey,‘® 
a trust agreement expressly pro- 
vided that the trust should be irre- 
vocable and the settlor expressly 
surrendered all power to make any 
changes which might benefit him- 
self or his estate. But, the grantor 
did reserve the right to change the 
beneficiaries and to alter their in- 
terests. The Bureau of Internal 
Revenue contended that this was a 
completed gift, but the District 
Court ruled that it was not taxable 
and ordered a refund of the tax 
already collected. 

On appeal, the United States Cir- 


(5) Section 501. Rev. Act of 1932, as amended; 
Art. 3, Reg. 79, 1936 Ed. as amended. 


(6) CO A-2. 91 F. (2d) 954, affg. Dist. Ct. 18 
F. Supp. 169; Certiorarit Denied, 302 U. S. 256 
58 8. Ct. 584. See also; Cross va. Nee (1937)— 
FP. Supp. —373 CCH P. 9910, p. 9599; Downs 
va. Commr. '37, 36BTA 1129, Acq. 
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cuit Court of Appeals affirmed this 
judgment. In its opinion, the Circuit 
Court stated that the gift was incom- 
plete, because the power to change 
their interests might be exercised to 
deprive the beneficiaries of the in- 
come or principal originally given 
them and thereby revest the entire 
property in the grantor. 

Two other factors were relied upon 
to support the order refunding the 
tax. For one thing, the donees are 
made personally liable by statute 
for gift taxes if the donor fails to 
pay them: judged by this rule, the 
gift was held not taxable because 
the courts reasoned that Congress 
certainly did not intend to impose 
personal liability on donees who 
might later be deprived of the bene- 
fits for which they were taxed. 
Secondly, the estate tax laws pro- 
vide that the reservation of power 
to change beneficiaries is sufficient 
to make the property transferred a 
part of the grantor’s estate for tax 
purposes. The Court ruled that 
since the gift tax was intended to 
supplement the estate tax, a,transfer 
which is so incomplete that it 
remains a part of the donor’s tax- 
able estate ought not to be taxed as 
a completed gift. 

Within the past few months, the 
Board of Tax Appeals has followed 
the Hesslein case by holding that no 


gift tax was due where securities 
were placed in an irrevocable trust 
with the net income payable to the 
grantor for her life because she 
reserved the power to direct the 
manner in which the corpus and 
accumulated undistributed income 
was to be distributed at her death. 
Here, too, the decision was based 
mainly on the fact that a reservation 
of the life income and retaining the 
power to name the ultimate benefi- 
ciaries would cause the property to 
be included in the grantor’s estate 
for tax purposes. 

The importance of the Hesslein 
case is that the donors must now 
consider their intended gifts in the 
light of both the gift and estate tax 
laws. Payment of gift tax can be 
avoided by retaining whatever de- 
gree of control will be sufficient to 
cause the property transferred to be 
included in the taxable estate of the 
donor. At the same time, this deci- 
sion may prove to be a serious hin- 
drance to the plans of individuals 
who would be willing to pay gift 
taxes if they could be sure of reduc- 
ing the value of their estates. It now 
seems clear that they will not be 
able to accomplish this purpose 
unless they irrevocably relinquish 
not only the legal title but all right 
to change or adjust the interests of 
the beneficiaries at any future date. 
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ANALYSIS OF FEDERAL GIFT TAX 


BASIS 


All transfers of property “by gift’ during the lifetime of the 
donor are subject to taxation if they exceed the total exemp- 
tions allowed by statute. 


TAX BASE 


Tax applies to value of “net gifts” made in any calendar year 
subsequent to June 6, 1932. Amount of “net gifts” is determined 
by subtraction of allowable exemptions and deductions from 
total sum given away. 


EXEMPTIONS 


Individual Gitts 


First $5,000 in gifts to any person during the calendar year is 
excluded from the tax base and need not be reported as a part 
of the total amount of gifts subject to taxation. Until Jan. 1, 1939, 
individual gift exemptions may be taken whether transfer was 
directly to donee or in trust. After that date, this exemption will 
be lowered to $4,000 and will not extend to gifts in trust. Gifts 
of future interest in property must be reported in full; no 
exemption is allowed even though their value is $5,000 or less. 
Specific Exemption 

A specific exemption of $40,000 is allowed. It is cumulative: 
whatever portion is not deducted in one year may be taken in 
later years until the total is reached. If taken in a lump sum, 
no further exemption is allowed. Only citizens and aliens 
residing in the United States are entitled to this exemption. 
non-resident aliens are not entitled to it. 


Charitable Gifts 
Unlimited exemption is allowed for gifts to: 


1. Governmental bodies for exclusively public purposes. 


2. Non-profit institutions, etc., organized and operated exclusively 
for religious, charitable, educational, literary or scientific 
purposes; no substantial part of the activities of such organ- 
izations may consist of carrying on propaganda, or other- 
wise attempting to influence legislation. Gifts to lodges to 
be used exclusively for such purposes are exempt, as well 
as gifts to non-profit war veteran's groups, organized in the 
United States. 


RATES 


Vary from 114% on first $10,000 of “net gifts” in excess of total 
allowable exemptions to a maximum of 5214%. Gift tax rates 
are equal to exactly 75% of the taxes imposed on transfer of 
estates. 


COMPUTATION OF TAX 
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Tax Calculations: 


(1) Ascertain aggregate of “net gifts” from June 6, 1932 to end 
of current year and multiply it by the prevailing tax rate. 


(2) Ascertain aggregate amount of “net gifts” from June 6, 1932 
up to the close of the preceding taxable year and multiply 
it by the prevailing tax rate. 


(3) Tax due for current year is equal to the difference between 
the product of the above calcuations; that is, Step (1) minus 
Step (2) equals Current Tax. 


Note: For purposes of this computation, the term “net gifts” is 
applied to the aggregate of all gifts less charitable contribu- 
tions and gifts of $5,000 or less to individuals. The specific 
exemption of $40,000 is not taken until the total sum of 
all gifts made to the end of the current year has been 


determined. (Continued on next page) 





Even then, there is the possibility 
that upon their death, the Treasury 
may attempt to defeat this transfer 
by classifying it as a “transfer in 
contemplation of death” and includ- 
ing the property in their estate for 
tax purposes.(7) 


INCOME TAX SAVINGS While 
the Hesslein case makes it more dif- 
ficult to save on estate taxes by 
means of inter vivos gifts, there is 
still available a definite savings in 
income taxes. The income tax laws 
provide that the income from a “re- 
vocable trust” shall be taxed to the 
grantor. But, in cases where the 
trust provisions were quite similar 
to those in Hesslein vs. Hoey, the 
Courts and the Board of Tax Ap- 
peals have decided that they were 
not “revocable” and therefore, the 
grantor is not required to report the 
income derived by the trust as a 
part of his own income. These deci- 
sions create a peculiar situation: a 
gift may be incomplete for purposes 
of the gift and estate taxes, but yet 
will be sufficiently complete to re- 
lieve the grantor from being taxed 
on the future income of the property 
given away. Congress, no doubt, 
soon will close this remaining loop- 
hole. (8) 


SHARING REVOCATION POW. 
ERS If the trust instrument states 
the donor acting alone has no right 
to modify or revoke the gift, but can 
do so only by obtaining the consent 
of another person possessing a “‘sub- 
stantial adverse interest”, the gift is 
considered complete at the time it is 
made. This rule is based on the 
theory that when a life income or 
other interest in property is donated 
to the person whose consent is 
necessary before changes can take 
place, he is not likely to permit such 
interests to be lessened or cancelled 
in favor of the donor. According to 
the gift tax laws, sharing the power 
in this way acts as a sufficient sur- 
render of one’s control over a gift.‘® 

In designating the person who 
shall share the power to revoke or 
modify the terms of the gift, care 
must be taken that the individual 
chosen actually has an adverse in- 
terest. Any donee has such an 
interest, but a trustee does not since 
he is supposed to be a disinterested 
party who is holding the legal title 
to the property for the benefit of 


(7) These problems will be discussed in a sub- 
sequent article dealing with estate taxes. 


oi Knapp vs. Hoey. V. 8. Dist. Ct. So. Dist. 
F. Supp. 384 CCH P. 9368, Downs 
“4 remind 86 BTA 1129; Dunning vs. Commr. 
36 BTA 1222; Blodgett vs. Commr. 37 BTA—— 
384 CCH Dec. No. 1004-B 


(9) Art. 3, Regulations 79, 
ame 
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others. "Merely selecting a trustee as 
the joint possessor of such a power 
has no effect on the gift unless he 
has an adverse interest in some other 
capacity. If. for example, one of the 
donees is chosen to act as a trustee 
or co-trustee and also shares the 
power of revocation, he would have 
a “substantial adverse interest” and 
the gift would be complete.(/% 


BENEFITS FROM GIFTS There 
are certain obvious benefits to be 
gained by the distribution of gifts 
during one’s lifetime. Parting with 
control is not always a serjous draw- 
back since the donor can reserve the 
right to receive the income for his 
life and stipulate that his widow 
shall have the same privilege after 
his death. From the standpoint of 
gift taxes, retaining a life estate for 
the grantor does not affect the com- 
pleteness of the gift. However, 
under the estate tax laws, the fact 
that a life income has been retained 
throws the property transferred 
back into his estate upon the death 
of the grantor.(11) This complication 
is bound to occur if the estate is 
large enough and there will be two 
taxes imposed on the transfer of the 
same property values; however, a 
proportional credit for gift taxes 
will be allowed against the estate 
taxes. 


INADEQUATE CONSIDERATION 
One of the peculiarities of the gift 
tax law is that it extends the defini- 
tion of a gift to include situations 
which are not ordinarily thought of 
in that connection. A transfer in 
which “love and affection” or relin- 
quishment of dower or other rights 
in property arising out of marriage 
is the principal consideration is dis- 
regarded and the gift tax applies to 
the entire value of the property in 
excess of exemptions. 

Section 503 of the Revenue Act of 
1932 states that if property is trans- 
ferred for less than an adequate 
consideration in money and money’s 
worth, the amount by which the 
value of the property exceeds the 
value of the consideration shall be 
considered a gift and must be in- 
cluded in computing the amount of 
taxable gifts. The reasoning behind 
this rule assumes that no one would 
dispose of property for an unreason- 
ably low figure unless the intention 
was to cover up a gift. By this 
means, the transaction could be 
made to appear as a bona-fide sale 


(10) Mackay, et al vs. Commissioner (OCA-2) 
> SE 558 384 CCH Federal Tax Service 


(11) Note: Such property can be included in 
gross estates only if the gift was completed after 
March 3. 1931. Hasset va. Welch, 308, U. 8. 
303, 58 S. Ct. 559. 
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COMPUTATION OF TAX—Continued 


These calculations apply only in computing tax on gifts after 
Dec. 31, 1935. Transfers prior to that date were allowed a 


higher exemption—$50,000. 


Credits Against Tax 
None 


PAYMENT - 


Tax must be 


- 


paid in a single installment by donor on or before 


the 15th of March following the calendar year in which gifts 
were made. Donees or trustees must report gifts on form 710. 
Donees made personally liable for tax and lien attaches to 
property received as gift; if gifts is sold by bona fide sale, this 
lien remains on all of donee’s property for 10 years. 

Citation: Sections 501-132 Revenue Act of 1932, as amended. Regulations 79, a3 


amended. 


and the seller would have eliminated 
the property from his estate without 
paying gift taxes. At the same time, 
future estate and income taxes 
would have been avoided. Since this 
is obviously an effort to deprive the 
government of revenue, the Treas- 
ury takes the stand that the burden 
is always on the taxpayer to prove 
no gift was intended. 


For example, if corporation stocks 
worth $150,000 are sold to the son 
of the owner for $125,000, the sale 
probably would be valid, but if the 
price was $25,000, the government 
would demand payment of tax on a 
gift of $125,000 less exemptions. If 
these identical stocks had been sold 
on the open market for $25,000, 
much less suspicion would attach to 
the sale. The regulations of the 
Treasury recognize this difference 
by stating that a transaction made 
in the ordinary course of business 
which can be proved bona-fide will 
not be treated as a gift.(42) As yet, 
this section of the law has not been 
litigated to any extent and it is dif- 
ficult to tell where the dividing line 
will be fixed between a “gift” and 
a bad bargain. Family transactions, 
of course, will always be checked 
more closely than deals between 
strangers. 


ACCEPTANCE OF TAX In some 
instances, donors may be under the 
impression that a complete gift has 
been made and proceed to pay the 
proper amount of gift taxes. Accord- 
ing to law, acceptance of the tax by 
the government does not indicate 
that it is satisfied with the character 
of the transfer.(73) It may not be 
until after the death of the donor 
that the estate tax examiner will 
discover the error and insist upon 
throwing back the property trans- 


(12) Article 8 Reg. 79, 1936 Ed. as amended. 





ferred during lifetime into the gross 
estate. When this happens, the 
estate tax will be based in part on 
the value of the property sup- 
posedly given away and there is 
nothing the heirs or executors can 
do about it. In addition, the govern- 
ment may claim deficiencies in in- 
come tax for at least a portion of 
the period between the date of the 
gift and the date of death. The fact 
that an error was made in ignorance 
may relieve the estate of penalties 
but does not lessen liability for 
deficient income taxes plus interest. 

Even when it is clearly demon- 
strated and admitted by the author- 
ities that a gift has been fully com- 
pleted, there is still the possibility 
that the property transferred may 
be put back into the assets of the 
donor after his death. This will be 
done by the government if the cir- 
cumstances under which the trans- 
fer took place reveal that the donor 
was making a disposition of his 
affairs “in contemplation of death’’. 
This phrase is used to indicate that 
the motive inducing the gift was the 
same as that prompting an individual 
to make his will. It may be that the 
donor possessed an actual physical 
ailment or that advanced age 
brought about the realization that 
death was near, or even that he was 
in good health but maintained a 
cautious attitude toward the un- 
known future. 


Whatever the circumstances, 
should his death take place within 
two years after making any substan- 
tial gift, the government probably 
will claim that this property should 
be regarded as a part of the estate. 
The argument advanced is that the 
estate tax statute presumes such 
gifts made within that period to 


(13) Guaranty Trust Co. et al. 


(1937) 35 BTA 916. 


vs. Commr. 
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have been “in contemplation of 
death”. This contention is especially 
forceful in cases where the taxpayer 
has given away his holdings in the 
same manner as he would have done 
had he been making his will, instead 
of an immediate gift. However, this 
presumption can be overcome by 
sufficient proof on the part of the 
heirs of executors that the motive 
was one connected with a further 
expectation of life. 

Another source of dispute between 
the government and the estates of 
wealthy individuals is the conten- 
tion of the Treasury Department 
that a gift was not complete during 
the donor’s lifetime because it was 
not intended to take effect until his 
death. These controversies will be 
reviewed in a future article dealing 
with estate taxes. 


COMPUTATION OF GIFT TAXES 
Gift taxes are due and payable by 
the 15th of March of the year fol- 
lowing that in which gifts are made. 
Even though the property may de- 
cline in value between the time 
gifts are made and the date the 
donor dies, no allowance is made for 
such contingencies once the gift is 
completed and the tax is paid. 
Estate taxes, on the other hand, are 
not due until 15 months after the 
death of the donor and arrange- 
ments can be made to pay them 
with interest over a period of eight 
years. The estate tax allows a fur- 
ther leeway by permitting the exec- 
utors or administrators to choose 
whether the tax is to be paid on the 
valuation at the time of death or one 
year later. It appears, then, that gift 
taxes apply to the present worth of 
property while estate taxes are 
based on valuations existing at the 
time of death or one year later. 


BASIS The basis of the gift tax is 
the total of “net gifts’ made since 
June 6, 1932; that is, the gross 
amount given away less certain 
exemptions. There are three dis- 
tinct classes of allowable exemp- 
tions: (1) $5,000 on individual 
gifts, (2) a specific exemption of 
$40,000 and (3) unlimited gifts to 
charitable institutions. The first 
$5,000 of a gift to any person during 
each taxable year except gifts of 
future interests, is excluded from 
the total amount which must be 
reported as gifts for that period. 
The specific exemption of $40,000 
may be taken in a lump sum or dis- 
tributed in smaller installments 
%¢NOTE: Step (1) and Step (2) are a summary 
of Schedule A and Schedule C (Form 709) on 


“Gift Tax Return”, combined with data for 
computation of tax. 
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over a period of years. In either 
case, once the total exemption al- 
lowed has been deducted, no further 
tax free gifts can be made during 
the life of the donor, except for the 
individual $5,000 exemptions which 
can be taken annually. 

The individual exemption cannot 
be claimed for gifts of “future in- 
terest” in property; the meaning of 
this term depends upon the property 
laws of the various states and is not 
limited by strict definitions in the 
statutes. At present, no distinction 
is made between direct gifts and 
those where the property is placed 
in trust. After January 1, 1939, 
however, the indivdiual exemption 
will be lowered to $4,000 and will 
not be allowed on gifts in trust. 


CUMULATIVE TAXATION One 
of the outstanding features of the 
gift tax is that it is “cumulative” 
and that the tax due increases con- 
stantly even though the total ‘net 
gifts” for each succeeding year re- 
mains the same or even shows a 
decrease. In computing taxes, all 
gifts made since June 6, 1932 must 
be taken into account. Suppose that 
beginning with the calendar year 
1936, Mr. Jones has been giving 
each of his four sons $35,000 every 
year. Before turning over his gifts 
for 1938, the donor wishes to esti- 
mate his tax liability. We will 
assume that the full amount of the 
specific exemption has been taken in 
prior years and that no charitable 
gifts were made at any time. The 
rule is that the current tax is equal 
te the difference between: 


(1) Tax due at the prevailing 
rates on the aggregate “net 
gifts” from June 6, 1932 to 
the end of the current year, 
and 

(2) Tax due at the prevailing 





rates on the aggregate “net 
gifts” from June 6, 1932 up 
to the close of the preced- 
ing taxable year. 

In computing “net gifts” for pre- 
vious years, charitable gifts, the 
$5,000 individual exemptions and 
the specific exemption claimed for 
each year are deducted; but the total 
specific exemption for all years, past 
and present, cannot exceed $40,000. 

Applying this rule to the hypo- 
thetical case of Mr. Jones, the tax 
for 1938 would be as shown below: 


This would represent an increase 
of $5,250 over a tax of $12,750 for 
1937 and $10,800 over a tax of 
$7,200 on his first gift in 1936. On 
the other hand, if this fictitious 
donor had an estate running into 
several million dollars, it might be 
wisest to absorb these sharp in- 
creases in gift tax in the hope of 
removing the estate from the highest 
estate tax brackets. A comparative 
study of gift and estate taxes from 
a tax-savings standpoint will be 
presented in a subsequent aritcle. 


GENERAL CONSIDERATIONS 
When all the circumstances indicate 
that it will be advantageous to make 
sizable gifts, there are certain gen- 
eral matters to be considered. If a 
trust is to be created, care must be 
taken not to extend the benefits of 
the gift over too long a period of 
time. For example, prospective 
donors have been known to insist 
upon providing for the retention of 
property in the family so that even- 
tually it could be handed down to 
the fifth or sixth generation. Since 
it is against public policy for the 
title to property to be tied up indef- 
initely, the “rule against perpetu- 
ities” has been worked out. Under 


(Continued on page 683 


























% STEP (1) 
- INDIVIDUAL SPECIFIC 
YEAR GROSS GIFTS EXEMPTIONS EXEMPTION NET GIFTS TAX 
1932-35 NO GIFTS 
1936 $140,000 $20,000 $20,000 $100,000 
1937 140,000 20,000 20,000 100,000 
1938 140,000 20,000 120,000 
$420,000 $60,000 $40,000 $320,000 
$37,950 
* STEP (2) 
INDIVIDUAL SPECIFIC 
YEAR GROSS GIFTS EXEMPTIONS EXEMPTION NET GIFTS TAX 
1932-35 NO GIFTS ee ea 
1936 $140,000 $20,000 $20,000 $100,000 
1937 140,000 20,000 20,000 100,000 
$280,000 $40,000 $40,000 $200,000 
$19,950 


TAX DUE FOR YEAR 1938 $18,000 
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“a In this second article describing this important bank’s experience 

of with commodity loans, we are given a detailed picture of the 

On modus operandi—the steps by which these loans are set up. 

yus ‘ 

ato 

be 

in- In the preceding article By IVAN R. BEAN list to the commodity loan depart- 

of (published in the Sep- sil i tae ihe : ment. In the same letter, he is in- 

est tember issue), emphasis Cunnpiaidis Seats ae tiene damidia formed that letters will be pre- 
was placed upon the im- N.T. & S. A., San Francisco, Calif. pared for him to sign and mail. 
portance of learning as It has been found that in having 


much as possible about When the desired list is obtained, the officer who will make the loans 
the commodity against which a loan jt js divided geographically, and a Sign the letters, two desirable re- 
is to be made, and in deciding upon jist is then sent to the appropriate Sults are accomplished: First, he 
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NS a loan basis, before any attempt is officers, with the request that he selects the prospects with greater 

ate made to solicit new loans. __ indicate, by a check mark, the names Care, because he signs the letter; 

ike The present article will deal with of suitable prospects, and return the second, in most cases, the prospect 
en- the method the Bank of America is receiving a letter from a person 
rh has adopted in soliciting and mak- Within two years after organization with whom he is personally ac- 

e ing commodity loans, while the final of the department, the monthly quainted, rather than from a stranger 
of | article (to be published in January) volume curve had begun to show a with whom he probably never will 
of | will describe one of the most im- ee aoe A ag = have personal contact. 

ive | portant functions of the commodity on at ae Bs coyge iy These letters of solicitation are 

sist | loan department: that of protecting oaul prepared with great care, either by 

: ly summer. , 

of | the loan after it is made. our advertising department or our 

en- COMMODITY LOAN VOLUME = ublicity department, or by the 

. to Solicitation Since Organization of Commodity Loan Department + P rm ia d Py with 

: : , - + { Northern Division — Bank of America N. T. & S. AE COMM Ity joan epa ’ 

nce It is advisable to point out again sSevez= ==<=====s===== the assistance of our correspondence 

the that the commodity loan department =s=ss======== 4 3 director. They are never mimeo- 

ef- acts in an advisory and adminis- oS == ne i: FH graphed or multigraphed. Each let- 

‘tu- : trative capacity. While it has out- ya leeaed gv tua, r+} ~=6 ter is individually typewritten and 

der | lined a carefully prepared plan for —RERREEER REESE # personally addressed. 

683) | developing desirable loan prospects, den szasenasessezse= 2 =a A special letterhead has been de- 
' and prepares suitable sales litera- F Seenes peeeeeeees a rH signed for the department’s direct 
ture, the work of selecting, solicit- PH SSSS= SSSSe5 5555 2S EE mail advertising material. The first 

— ; ; Ty FeGEEER EERE zs “ 
rf ing, and making loans is generally Fees Saas; case. eae page is used for the personal mes 
done by the loan officers. sas Sssssz: Fete —sosage to the prospect. The two inside 
; After study of the commodity has [ro ieee ~—Ssépagees are reserved for printed mat- 
' been completed and a loan basis ad = es Sssss ter, emphasizing the services of the 

approved, it is time to find suitable FFEREEEER EEE R EEE #33 SSSS523 commodity loan department. 

loan prospects to solicit. Lists of = = == The effectiveness of this letter is 
those dealing in certain commodi- i Pam Es augmented by the use of a vivid 
ties can frequently be obtained from see a 3 green-colored margin extending 
trade associations. If this source Fr rt} from the inside page and indexed, 

” fails, similar lists may be obtained [Eq HH} = “Services of the Commodity Loan 

from advertising agencies specializ- ‘tj Department.” Upon turning the 

si ing in this type of service. Such fF r4 Ss page, the reader has before him a 

5 lists are generally quite complete, | printed statement, outlining the con- 

and the cost is comparatively small. rj} veniences of this service. 

Lists may be obtained to include the = The first advantage stressed is 

names and addresses of all persons that of obtaining maximum credit 

and companies engaged in growing, facilities at reasonable interest 
manufacturing, wholesaling, or re- rates. Some of the other advantages 

tailing a particular commodity in are briefly pointed out, as follows: 
acted any state, or in the United States. “Pay your loans in an orderly 
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Undoubtedly, you grog! soon be making errangement: 

tor the Fimnsing, during the oming seasca, ce your poultry 
teventor; in storage. 

Ae such fimamcing probably contemplates the use of 

reunity to diseuss your requiremssts with 


volume of business usually fi- 


cuvenience and savings to dea! 


aapetien 2 of the method of borrowing you require, 
count eredit progres for your seasonal require- 





an extensive amalysis of 
At, we are fami lier with the conditions and problems 
pertaining to the produstion, marketing financing of poultry, 
and are able to offer eredit on as deste, 

It would be « pleasure to discuss your seeds with you; 
and for this purpose, I shall esl] upon you within the next fow 
days. 
Tours very truly, 


frvemvby 


vice President an¢ manger 
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How The Commodity Loan Is Made 


1. Selecting, soliciting, and 
making the loans is generally 
the loan officers’ job. 


2. Solicitation letters are 
carefully composed—and are 
always individually typed and 
personally addressed. 

3. The direct mail solicitation 
is followed by a personal call. 


4. To be selected for solici- 
tation, a prospect must meet 
certain standards as to: His 
reputation in his field; samples 
of the commodity; the liquidity 
of the goods; his financial state- 
ment, bank balance, manage- 
ment record, and sales force. 

5. The loan officer discusses 
in detail with the prospect all 


conditions of the loan. 


6. The notes carry a 90-day 
maturity, and a collateral pledge 
agreement is required. 


7. Required insurance to the 
full value of the security includes 
fire, lightning, fallen building 
clause waiver, and, if needed, 
strike, riot, and civil commotion. 


8. Earthquake insurance, 
sprinkler leakage, and protec- 
tion from cold storage interrup- 
tion are specific coverages that 
may be indicated. 


9. A collateral control ledger 
is set up for each commodity as 
a perpetual inventory of value 
and quantity. 





manner as you sell your inventory, 
and as funds are available. 

“Take advantage of cash and 
quantity discounts and buy your 
materials at the most advantageous 
times. This will add to your profits. 

“Through adequate financing you 
can purchase materials at advan- 
tageous times and hedge or safe- 
guard your costs against an increase 
in price of the standard staple com- 
modities used in your business. 

“Curtail your expenses of handling 
or hauling through field warehous- 
ing. In cases where cold storage, or 
public warehousing, does not answer 
your requirements, the field ware- 
house brings storage facilities to 
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your inventory rather than your in- 
ventory to the warehouse.” 

Reference is also made to the 
valuable services being rendered by 
an organization like the Bank of 
America, capable of. furnishing 
“leads”, introductions to sources of 
supply, and sales outlets. 

Pointed reference is made to the 
advantage of dealing with a bank 
with a commodity loan department 
“equipped with a technical force 
that specializes in the intensive and 
constant review and analysis of the 
industry in which you are engaged.” 

When these letters have been pre- 
pared, they are mailed to the officers 
with complete information regard- 





These are the first and third pages of 
the letter with which prospective cus- 
tomers have been acquainted with the 
opportunities of this department. 


ing the loan basis, together with de- 
pendable data concerning important 
features of each commodity. 

For the solicitation of this type of 
credit we feel that the method as 
outlined is not only the most eco- 
nomical but also the most effective. 

This is true, first, because the 
loans are solicited only against 
selected commodities which have 
been thoroughly studied and ana- 
lyzed; second, because with a mini- 
mum loss of time, coverage is 
obtained of the most desirable names 
dealing in each commodity; third, 
because solicitation is made by 
direct mail, followed by a personal 
call; and finally, because no delay is 
occasioned in giving the prospect an 
answer, for a loan basis has already 
been approved for the commodity, 
and considerable information devel- 
oped concerning the borrower’s 
moral and financial acceptability, 
before the business is solicited. 


Sizing Up The Prospect 

The various factors entitled to 
particular attention in considering 
the borrower’s ability, reputation, 
and financial condition, cannot ac- 
curately be enumerated. These are 
largely matters of judgment and no 
specific rules can be applied. A few 
suggestive questions are: 

1. What is the prospect’s reputa- 
tion in the trade, and how does the 
quality of his product compare with 
that of his competitors? Do samples 
of the commodity analyze satis- 
factorily? 

2. To whom and how rapidly 
could the bank sell the goods 
should it acquire them, and what 
effect would such selling have on 
the market generally; and particu- 
larly, how much would it injure 
the business of other clients han- 
dling the same commodity? 

3. Does the financial statement 
of the borrower justify the credit 
requested? 

4. Considering all reasonable 
contingencies, can the prospect 
maintain the required margin dur- 
ing the anticipated life of the loan? 

5. Does the prospect’s average 
inventory carryover compare favor- 
ably with the general average in 
the trade? Is the prospect over- 
ambitious in his anticipated pro- 
duction for the coming year, con- 
sidering the statistical position of 
the product, the general business 
conditions, the prospect’s average 
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COLLATERAL RECORD OF COMMODITY 


__.LOAN No._9022.__COMMODITY____- 


DATE [AMOUNT||_OATE | AMOUNT] DATE [AMOUNT] DATE | AMOUNT | 


WAREHOUSE 
OMPANY __ 


___Brown é Saith __ 





beat | —F—} 


VALUE OF 
GOODS REC'D 
OR RELEASED 


ae 


LOCATION ANO 
NUMBER — 


__Isleton #3 __ 


OLD BALANCE 
(rom macnn 


vamery Ordinary, with puree from trimmings 
crave__Standard. 


size__ 24/23 


——— 





Sevres 
C © 

812600 
| 22,56 3.00 | 





UNITS TOTAL UNITS 
WAREHOGUSED ON HAND 
67.65 55 i 
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~ 
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A separate sheet is made for each type, 


record of the commodity. 


sales during the past year, and his 
prospective sales for the coming 
year, with due allowance for the 
normal increase in his business? 


6. Has the prospect an adequate 
sales organization, or is he depend- 
ent upon a broker to sell his mer- 
chandise? Has he a wide distribu- 
tion through various buyers, or is 
he dependent upon one or two 
large organizations to buy his entire 
output? Does he lose the advertis- 
ing value for his product by selling 
his goods under buyers’ labels, or 
does he sell under his own label? 


7. Will the prospect’s balances 
justify the credit requested? 
While the safeness of the loan is 

avery important factor to the bank, 
ranking in almost equal importance 
is the fact that the bank does not 
want to be placed in the position of 
taking over the security, even though 
its value may be sufficient to pay 
the loan in full. The moment this is 
done, regardless of the justification 
for such action, the bank has made 
an enemy of the borrower and 
usually of many of his friends. It is, 
therefore, of prime importance that 
the bank have reasonable assurance 
that the anticipated loan will be 
paid by the borrower in the normal 
way. If this requirement does not 
exist, the loan should not be made. 
What better advertising has any 
bank than a satisfied clientele? 


Making The Loan 


If, after complete investigation, 
the prospect’s business appears to 
be desirable, and he wishes to do 
business with our bank, the stage 
is set for making the loan. 

At this point the loan officer 
frankly discusses with the prospec- 
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grade, and size of the commodiiy pledged—a perpetual inventory and current value 


tive borrower the conditions that 
will surround a commitment to him, 
stressing those features that will be 
most difficult for him to fulfill. 

It is well for him to understand 
how the bank arrives at the value 
of the goods, against the value of 
which the agreed percentage is 
loaned. It is explained that the bank 
desires to fix a reasonable market 
value on the goods, and from that 
figure deduct all warehouse and 
other charges, such as brokerage, 
bulk and cash discounts, sales costs, 
handling transportation, and so on. 

Because of the numerous elements 
affecting the safety of the com- 
modity loan, it has been found ad- 
visable to provide for a maturity on 
notes reading, “On demand, or if no 
demand, 90 days from date.” This 
maturity permits the bank to call 
the loan at any time such action is 
considered desirable. 

In addition to the note, appropriate 
resolution and collateral pledge 
agreements are required. A filing is 
immediately made with the Secre- 
tary of State, if the borrower intends 
to use trust receipts, as recently pro- 
vided for in the laws of California. 

Moreover, insurance is required 
for the full value of the security. 
Minimum coverage includes fire, 
lightning, waiver of fallen building 
clause, and in the past two years, 
for obvious reasons, strike, riot, and 
civil commotion. Additional risks, 
peculiar to the commodity, or cir- 
cumstances of the particular loan, 
are also required, such as earth- 
quake insurance in known faults 
where a disturbance would seriously 
damage the commodity, sprinkler 
leakage where applicable, and con- 
sequential damage to goods as a 
result of a breakdown in cold stor- 


age equipment. 

It has been found that full discus- 
sion of these details acquaints the 
borrower with the various require- 
ments at the outset and avoids the 
possibility of any unpleasantness 
during the existence of the loan. 

It is much better to make. the 
requirements somewhat rigid at the 
outset and grant concessions later, 
than to set up the loan originally in 
a haphazard manner and then make 
the requirements more rigid as 
time goes on. 

The commodity is set up on a col- 
lateral control ledger sheet. A sepa- 
rate sheet is made for each type, 
grade, and size of the commodity 
pledged. Information on each sheet 
includes the name of the borrower, 
the warehouse company, the loca- 
tion and number of the warehouse, 
and the composite price for each 
unit. The sheet is divided perpendic- 
ularly into two parts. On the right- 
hand side the value of the goods is 
set forth, and on the left-hand side 
the number of units. 

These sheets represent the per- 
petual inventery and current value 
of the commodity pledged. 

In addition to individual sheets, 
a control sheet is also set up, which, 
at a glance, will show the total num- 
ber of units pledged and the total 
market value thereof. 

Thus, the second step has been 
taken in safeguarding a commodity 
loan, by developing and soliciting 
only the most desirable accounts, 
after giving full consideration to 
the borrower’s financial and moral 
standing, and then making the loan 
to him only after fully acquainting 
him with his responsibility in main- 
taining the loan in the proper 
manner. 


657 











Automobile Finance Company Flexibility | 


In the May issue, Professor Huegy discussed liquidity tests for 
finance companies. This is a further report on the research 
studies which he and his associates are making in this field. 


N CONSIDERING the credit 

acceptability of finance company 

accounts, the banker of today is 
concerned, of course, with the pres- 
ent condition of the company. He is 
also interested in the future of the 
subject firm. These future prospects 
are affected by changing business 
conditions which in their turn im- 
plement volume of business, liquid- 
ity, and profits—all matters which 
are very difficult to predict. 

The recurrence, or continuance, 
of depressed business conditions 
makes the past record of automobile 
finance company accounts of special 
current interest. Although past be- 
havior is not always a perfect indi- 
cation of future conduct, it is cer- 
tainly one of the better bases for 
forecasting. This makes a study of 
the record of finance companies dur- 
ing the period from 1928 to 1936 of 
special interest. 

Adjustment of finance companies 
to changing economic conditions is a 
two-fold matter of adaptation to 
fluctuations in volume and the con- 


Table I. 


By HARVEY W. HUEGY 


Asst. Professor of Business Organization and 
Operation, University of Illinois 


and 


ARTHUR H. WINAKOR 


Statistician, University of Illinois 


formation of these changes by means 
of control of the asset and liability 
structure. Changes in volume of 
business during recent years have 
been quite large. This is a natural 
and necessary result of the close 
connection between the volume of 
business secured by these companies 
and the wide fluctuations in the 
automobile market. The extent of 
these changes is shown in Table I.* 

It is readily apparent that there 
have been material changes in vol- 


* Data in the accompanying tables have been 
taken from Bulletin No. 56, “The Financial 
Policies and Practices of Automobile Finance 
Companies,” Bureau of Business Research, 
University of Illinois, Urbana, 1938. 


Changes in Total Assets and Total Volume of 


Business of Finance Companies, 1928 to 1936 








Total pve pare. Total Volume of ; i me 

Year [tials nance "| Bosna or 8taree | Torge Companies | "Companies 
A. Dollar Figures (000,000 omitted) 
1936 . $3,420. . |: ... $3,353. $1,246. . CL8:... 
1935 1: Sean 2 2.622 .. .. 864. : = So wats 
See ream 1,801... | a, | ee MO aks 
Meee. Bscaccet | a | ee eee) | SRI Gee eeneere  leMAarcar le 
1932 io a CS 0): eee ee) Pee, tema Pie 
1931 oo! ee SS Sige: Ceresss |  Siewenn eee | oe 
1930 2s... | NA eres: | Seber, ee ee 
1929 . 2,205. co) ee pO ie Bs Ss 
1928 .1,525. TSE) Ree Ee 
B. Relatives, 1929 = 100. 
1936 149.. 162. . | eee 141.. 
1935 eee Bae: x Rs. EE Nee 
1934 78. et... ce .72., 
1933 ik i ee 3B .. oe: STN Ce 
1932 bee 38. . 42 Se eee) ee 45 
1931 66 ilies ae Bs aed a ED Os a Ree ee ee 
1930 2... 79. Pe Ee: ere ae 
1929 100... 100. . S ee ee le 
1928 .74.. See) eee ee eee 
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ume of business. With 1929 taken 
as 100, the volume of all concerns 
declined by 1932 to 38% of the 
base; for three large companies, 
volume declined to 42% of their 
1929 business. Assets employed by 
these same three companies declined 
to 44% of the 1929 amount. That 
this was not unusual is shown by 
the fact that the assets of a more 
inclusive group of 11 companies de- 
clined to almost as great an extent. 
This is certainly a very marked 
change over the short period of three 
years. Incidentally, each of these 
three years recorded a decline and 
each of the subsequent four years 
recorded a rise, both in volume and 
amount of assets employed. Changes 
in volume of business have in all 
cases been greater than changes in 
assets employed. 

In view of these rapid and extreme 
changes in both volume of business 
and assets, several important ques- 
tions should be raised. How did the 
companies concerned adapt them- 
selves to these changes? What were 
the effects on the proportions of 
assets and liabilities? Were they 
able to maintain their liquidity? 
Were they able to operate with 
success and continue to earn profits? 
Did they keep themselves in a posi- 
tion to continue to pay their debts? 
The answers to these and similar 
questions must be sought in an 
examination of their balance sheets 
and operating statements. 

Adjustment of current liabilities, 
fixed liabilities and net worth should 
show with what success they con- 
formed in their debt position to the 
changing situation. These adjust- 


ments are summarized in Table II. 7 


In this table the companies have 


been grouped according to the num- | 
ber of states in which they operated. | 


In considering these changes, it is 
highly significant to notice that the 
companies sharply adjusted the pro- 
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portion of their current liabilities. 7 
In 1929, the current liabilities were 


from 53% to 63% of their total 
assets, and obviously greater than 
the owner’s investment as shown by 
the net worth. By 1932, the current 
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1. Although past behavior is 
not an infallible indication of 
future conduct, it is one of the 
better bases for forecasting. 


2. Changes in volume of busi- 
ness have been greater than 
changes in assets employed. 


3. During recession periods, 
current liabilities were reduced 
to considerably less than net 
worth, giving increased protec- 
tion to creditors during‘ those 


The [Findings 


more difficult periods! 

4. This liquidation entailed no 
undue strain, as assets were in 
liquid receivables. 

5. Companies operating in the 
largest number of states reduced 
their liability proportion the most. 

6. Current ratio improved dur- 
ing the recession period (1929- 
1933) and fell from 1933 to 
1936. 


7. Ratio of net worth to debt 


increased during the period of 
increasing severity. 

8. Less than 5% of all com- 
panies investigated experienced 
even a small loss during any 
year. Average annual profits 
varied from .07% to .17%. 


9. Soundly managed finance 
companies should weather the 
present period easily and should 
be among the first industries to 
reflect the upturn. 
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Table II. Changes in Liabilities and Net Worth of 
Finance Companies, 1928 to 1936 


liabilities were reduced to from 
34% to 43% of the total assets and 
were, in these years, considerably 
less than the net worth. The net — 
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owner’s investment increased. This _!1928 | .60 | .57 | .60 | .18 15 .08 .26 32 32 
peme process of liquidation was accom- 
ness | plished without undue strain because 
jueS- | the assets were invested in liquid Table III. Ratios of Current Assets to Current Liabilities and 
1 the receivables which continued to pay of Net Worth to Debt of Finance Companies, 1928 to 1936 
pect | without serious default. After the 
w pete : ee — _— 
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hould | states. After the turn, they increased 
con- their borrowings at a greater rate. 
io the | +The companies operating in the few- Table IV. Ratios of Net Profit to Net Worth of 
ijust- ) est number of states were the Finance Companies, 1928 to 1936 
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rated. the reverse. The companies operat- 20 or more States 5 to 19 States 1 to 4 States 
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at the) Proportion of net worth in 1929, in- 1935 14 13 -10 
epro-) Creased their net worth proportion 1934 13 -08 -08 
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Auto Financing Is Safe And Profitable 


This bank has been highly successful in handling automobile 
purchase loans. A carefully planned program of requirements 


Se aac 


and a simplified operation routine have resulted in a volume 
of profitable loans, with a loss-record of less than 1/10 of 1%. 


After more than three 
years of experience we, 
in American Trust Com- 
pany, are satisfied that 
advances for the pur- 
pose of financing auto- 
mobile purchases can be made as 
safely as any other type of credit 
in a bank. 

For many years we had said “no” 
consistently to our many deposit 
customers, when they asked us to 
accept their automobile contracts. 
In 1934, after having had a personal 
loan program for several years, we 
decided to enlarge our program of 
credit for the individual by includ- 
ing automobile financing. 

Our experience with a large num- 
ber of contracts (and loans) has 
been highly satisfactory. Reposses- 
sions have aggregated less than 14 
of 1%, and losses less than 1/10 of 
1%. If we should stop making ad- 
vances today and liquidate our 
present accounts, we are confident 
that losses on our entire business 
to date would aggregate less than 14 
of 1%. 

Credit in our Monthly Payment 
Loan Department is always based on 
the credit of the individual customer 
and his ability to repay an obliga- 
tion in accordance with its terms. 
Repossession of an automobile is 
looked upon as a remote possibility, 
to be resorted to only in the event 
of some unforseen contingency. 

In the field of automobile financ- 
ing, we limit our activities, as much 
as possible, to those purchase obli- 
gations in which our negotiations 
are virtually confined to dealing 
with the purchaser (or borrower). 
A very small percentage of our busi- 
ness is obtained from dealers sub- 
ject to their recourse endorsement. 
We do not actively seek this latter 
type of business. The substance of 
this article, for that reason, will 
cover only the “direct” type of busi- 
ness. 

Credit checking on automobile 
contracts, or loans, is as important 
as checking with any other type of 
credits which we handle. Particular 
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By H. H. CHRISTENSEN 


Asst. Vice President, American 
Trust Co., San Francisco 


reference is stressed in our check- 
ing to determine an applicant’s his- 
tory as to liquor violations, arrests 
for drunken driving, and so on. Any 
such risk is refused credit. 

A complete credit file is main- 
tained for each individual obligated 
to our department. All bits of infor- 
mation gathered during the life of 
an obligation are carefully noted in 
the file for future reference. 

It is impossible to give an exact 
definition of what constitutes a safe 
contract or loan from a credit 
standpoint, but certain features are 
kept in mind. A good credit record 
and an ability to pay are of primary 
importance. Permanency of em- 


This eight-page leaflet, which answers 
15 common questions and gives five con- 
crete examples, has been instrumental 
in informing the bank's customers about 
this new bank service. 
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ployment is always uppermost in our 
minds and considerable caution is 
used if there is any doubt on this 
point. Contracts are accepted with- 
out confiscation and conversion in- 
surance only from permanently 
established individuals. The result 
of this policy is an almost total lack | 
of so-called “skips’’. 

Contracts are not accepted from | 
married women unless they have 
sufficient separate means and in- 
come to justify the waiving of the | 
husbands’ signatures. 

The signatures of minors are not 
accepted. If it is necessary to finance 
a contract for a minor, the signature 
of his male parent or guardian only 
is taken. Those individuals can 
make any arrangement between 
themselves that they wish to. We 
look only to the parent or guardian, | 
because of the legal capacity to 
create an enforceable contract. 

Any new car that has an estab- | 
lished market will be financed. The | 
usual practice is to require a down 
payment of one third of the sale! 
price (which may include a moder- 
ate amount for accessories). When | 
the sale price exceeds $1,500, extra | 
precautions are usually taken. A’ 
larger down-payment is then ob- | 

tained and the purchaser’s ability to 
make the required payments is | 
scrutinized more closely. 

The purchase of a used car, like- | 
wise, is financed with a down- 
payment of not less than one-third | 
of the sale price. In all cases, this | 
down-payment must be sufficient to 
make the unpaid balance less than | 
the loan value of the car as shown | 
by the current issue of the used car 
valuation book. As a general prac- | 
tice, only those used cars which | 
were manufactured within three! 
“model years” prior to the current 
new cars are accepted. If the credit 
of an applicant is sufficient to qualify ~ 
him for our no-co-maker personal ) 
loans, older cars will be financed “T 
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him. 

New cars are financed for maxi- 
mum periods of 25 months. The! 
longer the period the more closely : 
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the credit is reviewed. 

Used cars, first sold no more than 
24 months prior to the current sale, 
are limited to contracts for 18- 
month periods and cars more than 
24 months old are limited to 12- = 
month contracts. a a — ze 

We do not, as a rule, approve of fas ted . 63 
' the financing of commercial vehicles, A 
trucks, house trailers or motorcycles. 
However, whenever the deposit 
relationship of the applicant justifies 
special consideration, an exception 
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used cars, the rates are 6% discount 
on the first $400 of any contract, and 
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ob-| tually any reputable insurance com- 1. The applicant’s credit his- accepted. 
ity to} pany operating in the state of Cali- tory and ability to meet his 8. When purchase price ex- 
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We Make Installment Loans To Our County; 


The county saves the expense of bond issues and the bank adds to its safe 
loans. This plan might be worked out with any group of county officials. 


Installment loans to the 
county government may 
be classed as an ad- 
vanced type of install- 
ment loans. |For a num- 
ber of years we have 
made loans to our customers for the 
purpose of purchasing radios, auto- 
mobiles, refrigerators, and similar 
electrical appliances. An addition to 
these direct loans, we have dis- 
counted purchase contracts from 
many dealers. Our past experience 
has taught us to appreciate this kind 
of paper. For this reason, we de- 
vised a plan whereby we could make 
installment loans to our county by 
similar methods. 

After making an investigation as 
to the possibility of making this 
kind of loans to our county, we 
found that we could very easily do 
so. Our investigation, however, 
revealed that we would be con- 
fronted with two major obstacles. 
First, would the county officials 
agree to borrow from our bank? 

Second, would the collateral they 
would pledge amply secure their 
loans and meet the approval of the 
banking departments? 

Being more familiar with the offi- 
cials of our own county, we called 
on them personally and put our 
plans before them. We explained 
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This truck and Diesel-powered tractor are typical of the equipment being purchased by many 
counties—purchases that may be made the basis of profitable loans by the local banks. 
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By J. L. CROSSETT 


Cashier, Moscow Savings Bank, 
Moscow, Tenn. 


our past experience in making sim- 
ilar loans, and that we thought our 
new plan would be more convenient 
for them. We further pointed out 
that our interest rates would be 
lower than the rates they were 
accustomed to paying. They readily 
agreed with us and promised to give 
our bank their future loans. 

Each department of our county is 
appropriated a certain sum of money 
yearly, by the County Court, on 
which it is to operate. This appro- 
priation is paid to each department 
by the county and state when taxes 
are collected. As not all taxes are 
paid on their due date, this opens 
the market for installment loans, 
which are to be paid when taxes are 
collected. 

The law designates what percent 
each department will receive out of 
the various assessed taxes. 

The “Highway Commission”, and 
the ‘“‘Terracing Commission” consti- 
tute the market for the majority of 
our loans, and we consider their 
notes the most desirable ones for 
banks to handle. Past experience 
has shown that their means of 
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F 
receiving money for _ operating 
expenses is more stable than other 
departments. 


There is no special tax levy for} 
the maintenance of county roads. 
The highway commission budget is 
expressly fixed to include the 
revenue received by the county from | 
the proceeds of the two-cent county | 
gas tax, the amount that may be! 
derived from the commutation tax, | 
and any other amounts that may | 
come into the hands of the commis- ! 
sion from any source other than tax 
levied on real and personal sree 

The officials of the highway com-| 
mission are empowered to make 
loans, in anticipation of this tax, to) 
purchase equipment such as; grad-| 
ers, trucks, tractors, cranes, and the 
like. Loans are also made to buy 
gravel and rights of way, and to pay 
wages to workers. i 

To arrive at the amount of credit! 
we could extend this department,’ 
we made a survey of the revenue} 
collected over a five year period | 
from the county gas tax. To fairly} 
estimate a credit basis for othe 
departments that share only in the 
general tax funds, we also made i 
five year survey of payment dij 
taxes. As many things influence the! 
sale of gasoline and the payment o 
taxes, this survey cannot be re-| 
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If you need more 


loans, consider this 


plan for additional, 


constructive, lending. 


garded as strictly accurate. How- 
ever, it is the only basis we can use 
with any assurance of reliability. 

Simplicity has been the keynote in 
making these loans. These officials 
are aware of our desire ‘to make 
loans, and to help alleviate the un- 
necessary technicalities with which 
they are confronted when they wish 
to borrow money. For a department 
to make a loan at our bank, we first 
require a copy of their last minutes 
wherein is stated the amount they 
wish to borrow, for what purposes, 
and how they desire payments to be 
made. 

These minutes are then read to 
our loan committee for their ap- 
proval. When approved, we pre- 
pare regular installment notes to be 
signed by each of the highway com- 
missioners. We prefer these notes to 
be made payable monthly, but in a 
few cases we have made them pay- 
able quarterly. 

If a loan is made primarily to buy 
equipment, we require a regular 
mortgage to be signed, giving us a 
first lien on this equipment. In this 
mortgage is written a complete 
description of the equipment, the 
amount of the loan, and the agree- 
ments of the commission should it 
become insolvent and default in 
payment. In the event the commis- 
sion should become indebted for 
more then the yearly budget, then 
the succeeding year’s funds may be 
used, when set aside to pay the 
indebtedness, even though such 
indebtedness was made in prior 
years. In our experience, however, 
each installment loan we have made 
has been paid promptly on its due 
date. 

Should the highway commission 
become insolvent, the equipment 
would not necessarily be our only 
recourse. 

This equipment was bought for 
the development of the county and 
in good faith, and with the county 
having a far greater equity than our 
bank. In view of these facts, the 
County Court could approve an 
extension in their appropriation and 
retire these outstanding obligations. 
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in the City of Moscow, Tennessee, in current funds, 













with interest at 1 rate of six per cent per annum from 
properly incurred i 
and any other liability of the undersigned to the said bank, o 


thereto: 





Note No.l. 


ida ii 7 interes! 
to sai fi & ta, of accounts 
or under the rol of the ‘adtek 





















BR holder of this La, shall be under no obligation to apply to 
s hands, and fai pe — shall not alter, 
tall not affect ot the holder to mmhe application itt 





We do not have any definite rules 
for the length of time a loan may 


run. This point is usually agreed 
upon after a careful consideration of 
the nature of the loan. Moreover, 
we do not approve of extending any 
loan in excess of three years. In a 
few instances, however, additional 
time has been granted, where it was 
considered beneficial to all con- 
cerned. Our interest rate, irrespec- 
tive of what department we may 
serve, is 6% for the time the money 
is actually used. The interest is in- 
cluded in each installment. 

When a loan is completed, the 
secretary notifies each official of its 
acceptance, and this transaction is 
then written into the minutes, stat- 
ing the amount and the due date 
of each installment. 

We are saved the unnecessary 
trouble of mailing notices of pay- 
ments due, for the secretary is in- 
structed to mail us a warrant on the 
county on the due date of each 
installment. 

The terracing commission operates 
differently from the highway com- 
mission, for it is excluded from 
sharing in any of the tax funds of 
the county or state. This commis- 
sion must derive its money for 
operating expenses directly from 
landowners for terracing and im- 
proving their land. The terracing 
officials, however, can make loans to 
buy equipment such as terracing 
machines, tractors, trucks, and other 
necessary tools. 

Similar loans are made to the 
county “Board of Education” and 
other less important units, to install 
equipment and buy supplies. But 





the undersigned promise to pay to MOSCOW SAVINGS BANK, Moscow, Tennessee, or order, at the Banking House of said bank 


coceccnncnses Three Hundred | ee werner nn $$ e+ 


date 
maturty until paid, and all attorneys’ fees and other costs and charges 
the collection of this debt, having Tape sited herewith and pledged as collateral security for the payment of this 
yww due or hereafter to become due, directly or indirectly, the property 
or hereto attached, or any substitutions ? ae mall or part thereof, or any property hereafter deposited in addition 


Security; Mqrtgage Two-1958 Chevrolet Trucks and Cabs; One P&H M.Shovel 
and engine; fully described in mortgage of even date: See Register 
Office Fayette County, Tennessee, Trust deed book No.174, at Page 196. 


will deposit such additional collateral security as the said bank may from time 
of the undersigned, 
La ‘dete a3 any age Lo b~ M4 time or on the terms tania Ay jided. or upon the 
ress conta! shail, the option 


the payment thereof any funds or 
ay A or discharge the ability of the maker or any endorser: but this provision 


as Ba by oiaiinisinlinn tascam tanatnicimaneneae 
the makers and endorsers hereof that extension of maturity or 
siterin os "ee tigation of the makers or 


Moscow, Tenn... July 21st - 193.8. 


after date, for value received, 


Dollars, 






to time demand. f— . ay oy hereby grants 
Shectete er contingent, sow er which may in the custody 


eenqustiomense te (in entustensd of enw of Ge 
nk, become immediately due and said bank is & 





Property of the maker which may at any time 


notice of protest of this note are expressly waiv a and 
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FAYETTE COUNTY HIGHWAY COMMISSION: 


By W.R.Farley Chairman 
H.M.Rhea Secy. 


we will not under any circum- 
stances make loans to pay the sal- 
aries of school teachers or county 
office holders. 


Aside from our files containing the 
general and statistical information 
of our county as a whole, we main- 
tain a separate file for each depart- 
ment. 


These files are checked monthly 
and our attorneys inform us of any 
new developments that may affect 
the soundness of our loans. In addi- 
tion to this method of keeping up . 
our files, we request the secretaries 
of each department to mail us a copy 
of the minutes for each regular 
meeting, and any other information 
that may be of value to us. 


Aside from the financial gain we 
receive from these departments, we 
realize their importance and co- 
operate with them in any way pos- 
sible. The improvement of the soil 
will directly help our bank, and 
good roads will give farmers and 
others better access to market. 


In the past, our county has stead- 
ily maintained a good credit rating 
and our county bonds have always 
been salable. As various lending 
agencies are eager to make loans to 
our county, and we too have been 
successful in investing in their 
bonds, we cannot see any logical 
reason why local money should not 
be used for local purposes and save 
our county the expense of bond 
issues and the unnecessary expense 
and inconvenience of borrowing 
from foreign lending institutions. 
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iy A bright, well-dressed 
young man walked into 
one of the smaller banks 
in a Southern state and 
asked if he might rent a 
large safe deposit box. 
The teller to whom he spoke knew 
that there were empty boxes avail- 
able, and so, without any question- 
ing whatever, asked the young man 
to sign his name in a book that was 
kept for the purpose, and turned 
over to him the two keys for the 
box the stranger had selected. 

“If you will,” said the stranger, 
“IT should appreciate your opening 
the box for me, for I have some cur- 
rency I should like to put into the 
box.” 

The box was opened, and the teller 
saw the stranger place five $100 
bills inside. The stranger was care- 
ful to make sure that the teller saw 
him count the money into the box. 
He then placed a small package of 
papers on top of the currency, and 
had the box replaced. 

While they were still inside the 
vault, where no one else could hear, 
he said to the teller, “You have been 
very courteous to me, and while I 
know it is not customary to tip 
employees of banks, please just take 
this dollar bill in appreciation of 
what you have done.” 

The teller was very much flattered, 
and tucked the dollar bill into his 
pocket. 

Three days later, the stranger 
returned to the bank and, smiling 
to the teller who had helped him 
before, said, “I wonder if you could 
help me with my box again.” 

This time he placed what appeared 
to be three $1,000 bonds in the box, 
and he was careful that the teller 
saw him count them as he placed 
them in the box. 

The teller, of course, was eager to 
help him in any way he could, and, 
as the stranger placed another $1 
bill in the teller’s hands, he smilingly 
said, “I want to be sure that you 
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APE DEPOSI PRINCIPLES AND PRACTICE | 


d On A Research Study Of Systems In 100 Vaults 


VI. Box Renting Technique 


Courtesy and the spirit of service, alone, are 


not sufficient in renting boxes. 


Caution is also 


needed in order to avoid renting a box to a 
stranger who may later embarrass the bank. 


always help me with the opening of 
my box.” 


Two weeks passed before anyone 
saw the stranger again. He came 
into the bank at a time when his 
favorite teller had gone to lunch. 
The cashier helped him open the 
safe. This time, instead of opening 
the tin box in front of the cashier, 
he took the box into a booth and 
soon returned it to the vault. 


Another two weeks passed, and he 
came into the bank when the teller 
was on duty, and again asked him to 
help him open his box. He lifted up 
the lid as they stood alone in the 
vault, and to the utter astonishment 
of the teller, found the box to be 
entirely empty. 

The stranger made an embarrass- 
ing scene in the bank, first weeping 
and telling what the loss of that 
money meant to him and his poor 
widowed mother, and finally shout- 
ing complaints against the bank’s 
careless methods of protecting his 
funds. He sued the bank, of course, 
and the court awarded him $3,500. 
the amount that the teller admitted 
he had seen placed in the box. 


The court based its award on the 
fact that no records had been kept 
of the entrances made by the box- 
holder, and no precautions of any 
kind had been taken against admit- 
ing strangers into the vault. This 
was demonstrated by the fact that 
no investigation of the man himself 
had been made when he rented the 
box. 

Of course, this was all a clever 
scheme to defraud the bank, but the 
bank could not adequately defend 
itself. 


The outstanding mistake that was 


made was that no investigation of 
any kind was made when the box 
was rented. While cases of this sort 
are not very common, still, when 
one occurs in your bank it is a most 
serious loss. Such losses may be 
avoided by following an approved 
routine in renting boxes. 


If the renter is well known, it is, 
of course, not necessary to make an 
investigation of him. If he is not 
known, then a thorough investiga- 
tion should be made before the bank 
gets into trouble. 


It may not be necessary to make 
this investigation before the keys 
are turned over to the stranger, but 
references should be obtained at 
that time, and carefully followed 
up. If the man knows no one in the 
local community, then he should 
give references of persons who do 
know him elsewhere, and _ letters 
should be addressed to these people. 
It is safest to have three references, 
according to the experience of those 
who have followed this routine. 


Most safe deposit vault managers 
hesitate to ask too many questions 
of a stranger, but this can be done in 
such a way as to be entirely inoffen- 
sive. The attitude, of course, should 
be that bank officers want to be well 
acquainted with all of their cus- 
tomers, and the questioning is 
entirely of a friendly nature for that 
purpose. 
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Certainly, no one can be offended © 


if the officer asks him what his busi- | 
ness is, where he lives, where he | 
came from, and who he knows in the © 
community. With this information, | 
further facts can be obtained about f 





him, and if he is a total stranger, © 


special effort can then be made 
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promptly to find out more about 
him. His local address may reveal 
something important. If he is stay- 
ing at a hotel or rooming house, that 
may indicate that he is entirely 
transient. 

If he has given false information 
regarding his business, that can 
usually be discovered rather quickly 
if an effort is really made to check 
up. If his local references are not 
satisfactory—that is, if some of the 
men to whom he has referred do not 
know him or have not known him 


long—that should indicate that 
unusual care should be taken. 
After these facts have been 


obtained, it is then necessary, of 
course, to decide upon the expedi- 
ency of asking him to vacate his 
box. This can be done if the proper 
phrase has been inserted in the con- 
tract which he signed. 

The phrase used by the Howard 
National Bank and Trust Co. of 
Burlington, Vermont, for example, 
reads as follows: “The lessor re- 
serves the right to terminate this 
lease at its option, upon tender of a 
proportionate amount of rental for 
the unexpired term, and I agree to 
remove contents of the safe deposit 
box and return the keys.” 

This bank, therefore, is in a posi- 
tion to exercise its right to ask for 
the vacating of the box. As a mat- 
ter of fact, it is much better to be 
slightly embarrassed in asking some 
stranger on whom you can get no 
reliable information, to give up his 
box, than it is to wait until the bank 
has been haled into court and asked 
to pay a large sum because of some- 
thing that was “lost” from the box. 

Our investigation shows that all 
well-managed vaults have a written 
set of rules and regulations. In call- 
ing attention to these rules which 
place certain obligations upon the 
box renter, it is very easy to explain 
them in the spirit of service to the 
customer, rather than in the spirit 
of policing the customer’s actions. 

As a matter of fact, these rules 
are for the protection of the cus- 
tomer, and should be explained in 
that way. 

For example, the first rule of the 
Second National Bank of New 
Haven, Conn., is “Upon application 
for a safe, a satisfactory reference 
must be given.” 

In reading these rules to an appli- 
cant for a box, it will, of course, be 
courteous for the safe deposit man- 
ager to explain that this rule is for 
the purpose of protecting renters so 
that the bank will not be tempted 
to rent a box to someone who is not 
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Ewing Galloway photo 


That little key in her hand symbolizes all the pride and responsibilities that 
accompany safe deposit box possession. It represents, also, the renter-conti- 
dence which the bank must create to assure safe deposit success. 


known. The explanation should 
make it clear that no box can be 
opened by a stranger, but the bank 
feels much better about it when no 
one who does not have adequate 
credentials is allowed in the vault 
at all. 

Another rule of the New Haven 
bank is that the contents of the safe 
must not be examined in the vault. 
This may be explained by telling 
the customer that the bank considers 
the contents of his box strictly con- 
fidential and private, and conse- 
quently believes that he should have 
the use of the coupon booths which 
have been provided, so that there 
would never be any possibility of 
anyone else in the vault knowing 
what he has in his box. 

It is, of course, highly important 
to explain the fact that no duplicate 
of the keys given to the renter is 
kept by the bank, so that there will 
be no possibility of anyone entering 
the box, except the one who is 
authorized. 

Some suggestions as to how to 
keep the keys might be made by 
telling the customer how some per- 
sons known to the manager keep 
their keys so that there will be little 
likelihood of their being stolen or 
lost. This explanation, of course, 
must be made tactfully, so that the 
new renter will not feel that the 


bank considers him to be careless. 


The rule used by the Vermont 
bank which gives the bank permis- 
sion to terminate the lease, is best 
explained by referring to the pos- 
sibility of strangers somehow iden- 
tifying themselves in order to get 
the use of a box. This rule gives the 
bank an opportunity to eliminate the 
possibility of anyone continuing to 
use the vault who does not have the 
proper background. 


All well-regulated vaults include 
a receipt for two keys in the con- 
tract signed by the renter. 


Those banks whose vaults are 
equipped with the type of lock 
which can be changed to fit any 
chosen key have an opportunity to 
explain this rather fascinating me- 
chanical device in such a way as to 
make the renter feel that no one 
could possibly know how to make a 
duplicate key for his box. 


It is seldom that a bank which 
follows the policy of explaining 
everything about the vault very 
clearly to every customer at the 
time a box is rented, has any mis- 
understanding. The time to make 
explanations is before any com- 
plaint is made. Then it will not be 
embarrassing to try to make an 
explanation after something has dis- 
turbed the renter. 
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Check These Five Points On 


Borrowers’ Fire Insurance 


Because a borrower’s fire loss may often cause a loan loss to the 
bank, borrowers’ insurance policies need to be checked by loan 


officers. 
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During many years 
service as fire insurance 
counselor, I have learn- 
ed of many policy- 
holders who had unin- 
tentionally committed 
some act which rendered their 
policy void, fully believing that 
they were protected against certain 
fire losses. Some have found, after 
spending considerable sums year 
after year at maximum rates, that 
every necessary protection was 
available at lower rates, either with 
or without certain adjustments that 
could be made at comparatively 
little expense. 

To aid in appraising the adequacy 
of the fire insurance carried by a 
creditor or credit-seeker, we give 
five reasons why policyholders 
either pay too much for adequate 
protection or are not adequately 
protected, also remedial suggestions, 
which the banker can utilize advan- 
tageously in his transactions with 
business men on loans or in an 
advisory capacity. 








1. Over-insurance 


The purpose of fire insurance is 
to reimburse the insured for a loss 
by fire. The policy promises to 
indemnify the policyholder to an 
amount, not exceeding the actual 
value of the property at the time 
of the loss, limited to the sum 
specified in the policy. Sentimental 
value is not considered. Because 
the property owner is in a bettter 
position to know the value of his 
property, the burden is placed upon 
him for procuring adequate insur- 
ance. He has nothing to gain from 
over-insurance. 

The amount of protection must be 
based upon the actual replacement 
value of the property at the time 
the fire occurs. That does not mean 
that an old structure should be in- 
sured for enough to build a brand- 
new one like it, but it should be 
insured for enough to build a new 
structure, less the depreciation ac- 
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By ARTHUR ROBERTS 


Pomptom Lakes, N. J. 


cumulated on the destroyed prop- 
erty. Ascertain what the property 
is worth at the time the policy is 
written so that the _ protection 
carried approximates actual value. 

To determine accurately the 
present value, one concern obtains 
from accredited sources reports 
showing fluctuations in the prices 
of building construction from year 
to year and uses these figures to 
determine the “present value” of 
buildings covered by their policies. 
Periodical adjustments along: these 
lines would save thousands of dol- 
lars for policyholders yearly, many 
of them paying premiums on sums 





This check list of five points will expedite such an inquiry. 


far in excess of “‘present value’, yet, 
“present value” is all that they can 
collect if the property is destroyed 
by fire. 


2. Under-insurance 


Much money is also lost because 
companies carry too little insurance. 
In practically all cases, failure to 
carry sufficient insurance involves 
co-insurance, a factor misunder- 
stood by many. Fire insurance 
premiums are generally predicated 
on the assumption that all policy- 
holders will carry a certain per- 
centage of insurance to value, usual- 
ly around 80%. Regardless of the 
loss, if the policyholder does not 
carry insurance up to the actual 
percentage amount of the value of 
the property, he is co-insurer for 
the difference that should have 
been carried. 

One company reported a big loss 
because the 80% co-insurance clause 
was misunderstood. Their plant 
was worth $200,000. They carried 
$120,000 insurance but should have 
carried $160,000 or 80% of value. 
A fire caused a $100,000 loss. The 
company, being insured for $120,- 
000, and because the loss was only 
$100,000, expected to collect $100,- 
000. They got $75,000 or three- 
fourths of $100,000 loss because 
they had insured for only three- 
fourths of $160,000, the necessary 
80% of actual property value. 

Had the company carried $160,- 
000, it would have collected $160,- 
000 on a $160,000 loss. With full 
coverage under an 80% co-insur- 
ance clause, only the last 20% of 
a complete loss falls on the insured. 


3. Fire hazards 


companies could _ save 
money by installing preventive 
equipment or making structural 
changes. For example, by protect- 
ing the floorway opening from the 
basement to the first floor, instal- 
ling fire extinguishers, fire shutters. 
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cleaning rubbish out of basement, 
making the electric wiring conform 
to the National Electric Code and 
using prescribed containers for 
storing and handling inflammable 
liquids, one concern saved $175 
yearly on fire insurance premiums. 
Despite the efforts of insurance 
companies and fire prevention ex- 
perts to educate business men to the 
advisability of eliminating hazards, 
many fires occur because of care- 
lessness along these lines. The 
records show that out of 673 garage 
fires in 7 years, gasoline contributed 
to 151. The remainder were due to 
short circuits in electric extension 
cords, lanterns, smoking and sparks 
from electric drills. All these fires 
could have been avoided by due 
consideration of fire hazards. 


Inflammable liquids should never 
be kept in open cans, vats or 
buckets. Safe containers are pre- 
scribed by the National Board of 
Fire Underwriters, New York. 


4. Periodical check-over of policies 


Many policyholders check over 
their fire insurance policies only at 
renewal dates. In the meantime, 
many hazards may have developed 
to void the policy or burden the 
company with a risk undesired. 
Repairs and alterations to a build- 
ing often render the risk hazardous, 
more so than was contemplated 
when the policy was written. 


One cgncern sustained a_ loss 
througH®working overtime, thus in- 
creasing the hazard because of 
greater danger due to overheated 
machine bearings and less strict 
supervision. The company suffered 
a fire loss and was not covered 
because it had not asked for the 
insurance company’s permission to 
operate. 

Shut-downs for a long period are 
usually considered an increase in 
fire hazard, because of less vigilant 
watchman service and reduced effi- 
ciency of plant fire fighting equip- 
ment. 

If a property becomes partly 
demolished, except as a result of 
fire, all fire insurance may im- 
mediately cease, because the policy 
was issued upon the assumption 
that the property was in sound con- 
dition and the rate charged is based 
upon that assumption. 


Unoccupied or vacant buildings 
may be less carefully watched, 
hence a_ greater fire insurance 
hazard. Under many policies, unless 
permission is granted, the fire in- 
surance company is not liable for 
loss occurring while any building is 
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A Five-Point Check List On Fire Insurance 


1. Is there a wasted premium 
due to over-insurance? 


2. Will the borrower get a 
smaller amount than he expects 
in the event of a fire, due to 
under-insurance? 


3. Can unnecessary losses 
occur because the borrower is 


careless in some matters which 
may cause fires? 

4. Are policies reviewed peri- 
odically to be sure that the right 
amount and the right kind of 
insurance is carried? 

5. Are policies adjusted to in- 
ventories as quantities of goods 
on hand are varied? 





vacant more than ten days. 

Explosives, gas, naptha or other 
inflammables may be considered 
prohibitive substances if kept on 
the property and special permission 
may be required to keep the policy 
valid. , 

Periodical check-over of policies 
enables the policyholder to safe- 
guard his interests and the banker’s, 
if a loan has been granted, because 
any change in fire hazard may be 
noted and covered. A fire insurance 
policy is written on the basis of 
conditions prevailing upon the 
issuance of contract. Any factor 
altering the policy provisions may 
render the policy void or suspend 
it while the hazard continues. The 
insurance company should be noti- 
fied of an increase in hazard and 
written recognition procured. 

To assure audit of all fire insur- 
ance policies at least once yearly, 
one company has all its policies 
expire with the fiscal year, thus the 
chance of neglecting policy renewals 
is slight, it fixes undivided attention 
on fire insurance at one time and 
tends to make the work of inspec- 
tion thorough. Periodical inspec- 
tions are also helpful in ascertaining 
that co-insurance clauses are not 
being violated and that any changes 
in assets or ownership are reflected 
properly and all holdings described 
fully. The banker owes it to him- 
self and his clients to cover this 
important matter of fire hazards 
carefully. 


5. Inventories 


Because inventories vary greatly 
in many stores and plants, from 
month to month, season to season, 
slow periods to busy periods, many 
policyholders carry fire insurance 
far in excess of “present value” at 
certain times. At other times, they 
are under-covered. It is practic- 
ally impossible to adjust these in- 
ventory fluctuations exactly, but big 
savings are possible nevertheless. 


One department. store found that 
it could save money by spreading 
out expiration dates throughout the 
year, instead of having policies 
expire all on the same day, enabling 
this store to adjust its fire insurance 
expense proportionately with the 
fluctuating inventories. As inven- 
tories rise, the store takes out 
additional insurance. When inven- 
tories fall, it is not necessary to lose 
heavily on unearned premiums 
(short-term rates) by cancelling 
any policies. Since policies are ex- 
piring continually, the fire insur- 
ance can be reduced without loss 
simply by selecting a new policy 
meeting the reduction desired and 
not renewing the old one. 


If a reduction in inventory occurs 
when no policy of the right size is 
expiring, the store permits the in- 
surance to remain in force, in which 
case there is no saving. Neverthe- 
less, over the year, this plan does 
minimize over-insurance on inven- 


(Continued on page 685) 
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oO The Monthly Bond Meeting 


Bank of Middletown 





of the 


CARITAL * 


VI. What Is A Fair Return? 






Many a banker has be- 
come alarmed at the 
rapidly shrinking return 
upon his bond invest- 
ments and is asking 
himself, “Where will it 
stop? Is there anything I can do to 
stabilize or increase it? What is a 
fair return, anyhow?” 

He knows that the rate he re- 
ceives must depend upon the going 
rate for high grade bonds. But if 
he has been at all conservative in 
his choice of maturities, he is likely 
to find that his rate of return is 
small indeed. To be sure, if he was 
so fortunate as to have had extra 
cash for investment when high 
grade bonds were last selling on a 
4% basis, and so farsighted as to 
have invested heavily in non-callable 
issues, he has no problem. But I 
venture to say that there is not one 
banker in a hundred in that posi- 
tion. 

The president and directors of the 
Bank of Middletown have for five 
months been laying the groundwork 
for a safe and effective investment 
program. They have completed the 
details, but as yet have discussed 
rate of return only in general terms, 
and with some apprehension as to 
where their new program was lead- 
ing them in this regard. They are 
now met to see what will be the 
practical effect upon income of the 
application of the program they 
have approved. 

“Mr. Leader,” says Mr. Jones, 
addressing himself to the president. 
“You volunteered to prepare for us 
your impression of a satisfactory 
list of bonds for this bank to own— 
one that would fit our program for 
maturity, quality, and diversifica- 
tion. We are all anxious to see the 
result, for we should like to know 
what it will do to our income.” 

“Before I show you the results, I 
should like to tell you how I arrived 
at them—and perhaps you can 
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By J. LAWRENCE KOLB 


Asst. Vice President, The First National Bank 
and Trust Co. of Elmira, N. Y. 


understand better what we are up 
against if I tell you why I arrived 
at them. 

“Our program leaves us no choice 
as to the general distribution of 
maturities. We are to have a mini- 
mum of 20% of deposits invested in 
bonds due within five years, and a 
maximum of 17% due five to 10 
years, and another 17% due 10 to 
30 years. 

“We have also agreed upon cer- 
tain broad limitations as to diver- 
sification of the account, and have 
agreed specifically that at least 50% 
of our bonds should be U. S. govern- 
ment obligations. 

“Then, too, we agreed with the 
advice of Mr. Wright, investment 
officer of the Metropolitan Bank, 
that we should stick pretty closely 
to 3A and 2A bonds so far as quality 
is concerned, including lower rated 
bonds only in rare instances and 
after careful investigation. 

“Each one of these limitations has 
an important effect upon income. 

“The average return on govern- 
ments due within five years is about 
14, of 1%. Government bonds due 
five to 10 years average a yield of 
less than 2%, and those due after 
10 years, about 214%. Corporate 
bonds of the best quality don’t yield 
much more. Those due within five 





years probably average 1%, those 
due five to 10 years, about 214%, 
and those due after 10 years, per- 
haps slightly over 3%. 

“There is only one way that I 
know of to increase the yield to 
maturity without lowering quality, 
and that is to buy, at a premium 
above call price, high coupon bonds 
which might be refunded. In most 
cases the risk of possible call is 
great and the bank would lose in 
premium more than the income it 
received if the bond were called in 
the near future. I think there are 
times when such bonds can be 
bought with sufficient assurance that 
they will not be called soon, to make 
them attractive. However, even 
though it does not seem wise today 
to put too much faith in mainte- 
nance of current low rates, it does 
seem at least possible that rates will 
stay low long enough for the execu- 
tion of a further extensive refund- 
ing program for high grade cor- 
porate bonds. Consequently, I have 
not included any of this type of 
premium bonds in my list. 

“Another problem to decide was 
the limitation as to the size of the 
commitment in the bonds of any one 
borrower. It is very important that 
there should be adequate diversifi- 
tion, so that a partial loss of prin- 
cipal through the failure of any one 
of the borrowers would not fall too 
heavily upon the bank. It is also 
desirable that diversification should 
not be so broad that we cannot 
properly follow the developments 
in the affairs of each borrower. I 
have been told that in several cases, 
bankers have been deluded into the 
belief that, if they don’t invest too 
much in the bonds of any one bor- 
rower, they can take’ greater 
chances. They might say, “We will 
have only 1% of our entire bond 
account invested in that issue. It 
gives a nice return and the com- 
pany’s earnings were good last year. 
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£ven if it is rated only 3B we aren't 
taking much of a chance.” I am told 
too, that this train of thought in the 
late ’20s led to much grief in the 
early ’30s. 


“So far as government bonds are 
concerned, we need limit our blocks 
only in accordance with the require- 
ments of our program. But with cor- 
porate and municipal bonds, I sug- 
gest that we buy in maximum blocks 
of $20,000. While this represents 
only about 2% of our total bond 
account, it is 10% of our capital and 
surplus. That is the maximum per- 
mitted. This policy will make it 
necessary for us to select our invest- 
ments very carefully, but, with our 
large government holdings, it will 
leave us with comparatively few 
issues to watch. 


“With these words of introduc- 
tion I shall now hand you my pro- 
posed list. We already own most of 
these bonds and we can complete our 
program as we dispose of our less 
desirable railroad bonds. Instead of 
listing all the issues according to 
type, I have grouped them to show 
how they fall within the range of 
maturities our program calls for. 
Time will prevent me from explain- 
ing the selection of each particular 
issue, but you can see that prac- 
tically all are high grade according 
to rating, and, in my opinion, all 
meet our quality specifications. You 
will recognize many issues men- 
tioned by Mr. Wright when he 
talked to us. 


“In the group of bonds maturing 
within five years, the Mandatory 
Reserve, I have selected the follow- 
ing issues: 


Approx. 


Approx. Corporate 
Par Yield to Equivalent 
Amount Issue Maturity Yield 
$110,000 U. S. Treasury 
1% due 3-15-39 1.50% 1.80% 
50,000 U. S. Treasury 
1% due 12-15-40 .49% 19% 
50,000 U. S. Treasury 
3% due 6-15-43-47 1.39% 2.06% 
150,000 Various Municipal 
bonds due 1939-43 1.00% 1.45% 
$360,000 Average Yield 1.14% 1.55% 


“This list requires several explana- 


tions. In the first place it is obvious, 


that Treasury 114s due March 1939) 


do not sell to yield 114%. In fact, 


there is a minus yield on these \ 
bonds. But I propose to use part of \ 


the profits we receive from the sale 
of excess long term high grade 
bonds to write them down to par. 
It seems to me that this is a legiti- 
mate use of these funds, for these 
short term notes are far less vulner- 
able to market fluctuation than the 
bonds, and the most we can lose is 
that small premium we must pay 


November, 1938 


above the income we shall receive. 
However, it is more likely that the 
investment will prove profitable, as 
it almost invariably has in the past. 
While our government is carrying 
on its present borrowing program, 
it is almost forced to make attrac- 
tive exchange offers to the holders 
of its maturing notes. So long as 
these notes continue to command a 
premium for the exchange privilege 
at maturity, they can be sold at 
that time and the premium realized. 
Then we can reinvest in the next 
maturing notes, using the premium 
on the notes sold to write down the 
premium on those purchased. 

“The column entitled “Approx- 
imate Corporate Equivalent Yield” 
indicates the comparable yield 
necessary for a corporate bond, con- 
sidering that the latter is subject to 
a 1614% corporation tax. This tax 
exemption really represents addi- 
tional income to the bank, since all 
other bank income is subject to the 
tax. 

“T have not itemized the munic- 
ipal bonds. The selection must be 
based upon offerings available at 
the time we are ready to buy, and 
I think we need not rush to fill out 
this block, but can pick and choose 
among attractive offerings received 
from time to time. Perhaps we can 
average slightly better than a 1% 
return. j 

“Of the municipal bonds, only 
those due within five years are 
recommended. Municipal securities 
do not ordinarily enjoy a very high 
degree of marketability, but the 
short term bonds yield better than 
governments because they do not 
have a prospective exchange value. 
They are ideal, because of their 
quality, for a revolving fund, but 
we cannot count too heavily upon 
them for salability, although I do 
think the short term bonds will have 
a reasonably dependable market. 

“In my first group of longer term 
Permitted Reserves (bonds due five 
to 10 years) I propose the following 
issues: 


Par 
Amount 
$ 50,000 U. S. 

50,000 U. S. 

50,000 


Issue 
Treasury 
Treasury 
U. S. Treasury 

Railroad bonds 
Atchison, Topeka & S. Fe 
Pennsylvania RR cons. 
Union Pacific 

Public Utility bonds 
N. Y. & East River Gas 


Industrial bonds 
$ 20,000 General Motors Acc. Corp. 
20,000 Lorillard Co. 
20,000 U. S. Steel Corp. 
Canadian bonds 
Dominion of Canada 


$ 20,000 
20,000 
20,000 


$ 20,000 


$ 20,000 
$310,000 








“Many of these corporate bonds 
do not bear a yield that compares 
favorably with U. S. government 
bonds of similar maturity. Were it 
not for the fact that the tax exemp- 
tion available from the proposed 
list of government and municipal 
bonds is all that I believe we can. 
use, I should prefer that we own 
additional government bonds rather 
than the corporate securities. 


“You will observe that I use the 
first possible call date as the matur- 
ity date, rather than the final 
maturity for the government issues. 
I believe it is probable that these 
bonds particularly those with high 
coupons, will be refunded at their 
call date. At any rate it is unlikely 
that a ten year government bond 
bearing a coupon rate of 334% or 
4%, or a 234% bond due in three 
years, all carried at par, will sell 
much below that price. These 
bonds will be amortized to par at 
the nearest call date, of course. 


“All of the railroad bonds mature 
within ten years, and the industrial 
bonds within fifteen years. They 
are chosen thus for two reasons: In 
the first place, the nature of the 
business is so uncertain and subject 
to change as to warrant holding 
fairly early maturing issues. Fur- 
thermore, there are many more 
attractively priced railroad and in- 
dustrial bonds than public utilities 
in these maturity groups. The utili- 
ties’ business is quite stable, and I 
believe we are safer with long term 
utility bonds so long as they are 
high grade than with long term 

(Continued on page 692) 


Corporate 
Yieldto Equiv. 
Maturity Yield Rating 
4% 1944-54 1.69% 2.49% 
33% 1946-56 1.94 2.65 
2% 1948-51 2.32 2.85 
4%4% 12-1-48 4.50 4.50 Bi 
4 5-1-48 3.03 3.03 Ai 
4 7-1-47 2.77 2.77 Al 
5% 1-1-45 3.08 3.08 Al 
3% 8-1-46 2.38 2.38 Al 
7 10-1-44 2.30 2.30 Al 
3% 6-1-48 2.90 2.90 Al 
244% 8-15-45 2.10 2.10 Al 
Average yield 2.45% 2.78% 
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How We Handle F. H. A. Questions 


F. H. A. loans ean be a highly satisfactory form of bank 


activity. 


They do, of course, develop a number of new 


administrative and operative problems. Out of his extensive 


experience, the author presents the solutions for several of them. 


Each lending institution 
approved under Title II 
of the National Housing 
Act has doubtless been 
confronted with some 
problem in handling 
mortgage loans. Such difficulties 
when solved and described represent 
valuable information for other mort- 
gages that may encounter similar 
problems. 

This article is not intended to con- 
vey the impression that financing 
and servicing F. H. A. loans should 
represent an insurmountable prob- 
lem to any institution, but merely to 
emphasize the importance of a thor- 
ough knowledge of the plan to avoid 
complications that might arise from 
a lack of information. 

In numerous instances the writer 
has advised a prospective home 
builder to obtain an option on a lot 
and submit the application to F. H. A. 
before the property is purchased. 
This is done as a protection to the 
individual in case his application is 
rejected for any reason. After all, 
the property must pass a test as 
well as the applicant. 

So, in the first case, which we will 
designate as “Case A’’, an unsigned 
deed was delivered to our bank so 
that we could fill in a legal descrip- 
tion of the lot on the application 
blank. 

An application for a $3,000, 20 
years, 5% loan for new construction 
was submitted to F. H. A. in April 
1937. A commitment for this loan 
was issued by F. H. A. during the 
same month in the amount of $2,800. 
The mortgagor stated that he could 
build the house for the above 
amount, provided he was permitted 
to look after the purchasing of 
materials and do a part of the work 
himself. 

A satisfactory agreement was 
made with his contractor allowing 
the owner these privileges. 

During this time, the attorney 
preparing an abstract on the prop- 
erty advised that it would be neces- 
sary to have a survey made of the 
lot and a map drawn to definitely 
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locate the property lines. We do not 
permit any building to be started 
on a property until our attorney has 
examined the abstract and certified 
the title. 

The reader must keep in mind 
that an incorrect description of the 
property taken from the unsigned 





Suggestions For Handling 
F. H. A. Loans 


1. Be sure the correct descrip- 
tion of the deed appears on the 
mortgage. 


2. It is poor policy to let in- 
experienced individuals “shop 
around” for bargains in ma- 
terials. 


3. Contracts should contain 
time limit clauses. 


4. One foreclosure in a com- 
munity may tend to retard the 
F.H.A. plan in that entire section. 


5. It is not a wise policy to 
advise any home owner to 
teduce the amount of hazard 
insurance he carries, regardless 
of the status of his mortgage. 


6. Contractor loans require 
close supervision, especially if 
the contractor is unable to put 
up security for the funds ad- 
vanced. 


7. It is better to accumulate 
any insurance savings in a 
fund for repairs, instead of using 
them to reduce the amounts of 
amortized payments. 


8. Documentary errors, in pre- 
paring mortgages and other 
F.H.A. papers, can be very costly 
in both time and money. 


deed had been sent to the F. H. A., 
together with the application. A 
great deal of time was consumed in 
the legal work and at this stage the 
commitmentt was about to expire. 
An extension was requested and 
granted by the F. H. A. 

For a time the construction work 
progressed nicely. However, the 
owner decided that he wished to 
make several changes in the plans 
and specifications which necessitated 
a delay. 

Some of the variations from the 
original plan were: 

1. Asbestos siding to be used on 
south end of housed instead 
of cypress shingles 

2. Cut a door from heater room 
to kitchen 

3. Insulate attic with rock wool 

All of the above were approved 
by the F. H. A. but of course entailed 
additional costs which the owner 
agreed to pay. 

The contractor and material deal- 
ers were notified that only the orig- 
inal contract would be paid by the 
lending institution and no provisions 
were made in the paper for addi- 
tions or alterations. Bad weather 
and a broken shipment of bath room 
fixtures accounted for further delays 
in the completion of the house. 

Again we requested an extension 
of time and this was also granted. 
The final inspection was made in 
March 1938. One year was con- 
sumed in building a house that 
should have been completed in ap- 
proximately three months. Even 
after the final inspection had been 
made, the F. H. A. could not release 
the compliance report because the 
septic tank had not been accepted 
by the county health officer. 

Finally the loan was closed in a 
satisfactory manner and it is inter- 
esting to note the disbursements 
at the top of the next page. 

In a summary of the case let us 
see how much of the trouble could 
have been eliminated and the man- 
ner in which the mistakes were cor- 
rected before the paper was endorsed 
for insurance. 
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Notes To Bank Covering Advances To Contractor 
For Material And Labor 


Amt. of Note 





8/21/27 $ 275.00 
9/4/37 100.00 
10/21/37 1000.00 
10/27/38 500.00 
10/28/37 25.00 
11/1/37 475.00 
Total $2375.00 


Hazard Insurance Policies 
Builders Risk & Standard Form 
Fire, Windstorm, Hail 


Trust Account Deposits for 
Hazard Insurance: 








November 1937 $2.75 
December 1937 2.75 
January 1938 2.75 
February 1938 2.75 
March 1938 2.76 
$13.75 
Trust Account Deposits for Taxes: 
October 1937 $4.25 
November 1937 4.25 
December 1937 4.25 
January 1938 4.25 
February 1938 4.25 
March 1938 4.25 
$25.50 


Check to F. H. A. for ist. Annual Premium 
covering mortgage insurance: $14.00 
Recording Fee: 

Balance on building contract 


$ 4.20 
$425.00 


F. H. A. Loan: 
Paid in cash by Mortgagor: 


Interest 

$11.73 

3.96 

35.78 

14.56 

1.00 

11.08 
$78.11 $2453.00 
$36.11 36.11 
13.75 
$25.50 
14.00 
4.20 
425.00 
Total $2971.67 
$2800.00 
171.67 
Total $2971.67 





To begin with, the applicant had 
accepted a deed bearing an incorrect 
description, which necessitated our 
attorney drawing up a corrected 
deed, attaching an amendment to the 
application signed by the mortgagors 
and concurred in by the mortgagee, 
to correct the discrepancy in the 
property description shown on the 
application. 

We have learned by experience 
that it is not a good policy to allow 
individuals without experience the 
privilege of “shopping around” in 
order to drive a bargain on the 
prices of building materials. Espe- 
cially is this true after a contract 
has been signed and the lending 
institution has agreed to make pre- 
liminary advances to the owner or 
the contractor while the construc- 
tion work is in progress. Also to 
avoid unnecessary delays the con- 
tract should have contained a time 
limit. 

From the disbursement figures it 
will be noted that the mortgagor 
paid the bank $78.11 interest on the 
note advances made to the contrac- 
tor. If the bank had advanced the 
entire amount, or $2800 for ninety 
days, which was ample time for the 
construction of the house, the inter- 
est would not have exceeded $56.00 
calculated at the rate of 8%. 

The hazard insurance payment of 
$36.11 covered the cost of a Builder’s 
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Risk policy on the structure and the 
premium for one year on a stand- 
ard form policy of fire, windstorm 
and hail for the total amount of the 
loan. Since the policy was dated in 
November 1937 and the loan was not 
closed until March 1938, it was 
essential that the bank collect 1/12 
of the premium for each month 
elapsing from the date of the policy 
to the date the first monthly install- 
ment on the loan was due. 


Taxes were handled in a like 
manner and these two debts in- 
creased the costs in the amount of 
$38.25. 


The commitment was issued prior 
to the Amendments of 1938 and 
while the service charge remained 
in the mortgage, the paragraph re- 
lating to mortgage insurance was 
stricken from the document. A rider 
was attached due to the fact that the 
reduction in mortgage insurance 
premiums is retroactive according 
to the recent amendments. The fol- 
lowing rider was used because mort- 
gage insurance on loans made, or 
commitments outstanding prior to 
Feb. 3, 1938 were reduced from 1, 
of 1% of the outstanding principal 
annually to 1/12 of 1% of the aver- 
age outstanding principal annually: 

(a) If this mortgage and said note secured 

hereby are insured under the provisions 

of the National Housing Act and so long 


as they contnue to be insured, one-twelfth 
(1/12) of the annual mortgage insurance 


one for the purpose of putting the 
ortgagee in funds with which to dis- 
charge the said Mortgagee’s obligation to 
the Federal Housing Administrator for 
mortgage insurance premiums pursuant to 
the provisions of Title II of the National 
Housing Act, as amended, and regulations 
thereunder; the Mortgagee shall, on the 
termination of its obligation to pay mort- 
gage insurance premiums, credit to the 
account of the Mortgagor all payments 
made under the provisions of this subsec- 
tion which the Mortgagee has not become 
obligated to pay to the Federal Housing 
Administrator. 


Default 


One of the most difficult cases we 
have handled under Title II of the 
National Housing Act was one of 
default. To avoid foreclosure in 
“Case B”, we extended the term of 
the mortgage and finally sold the 
property under the second insured . 
mortgage. The original loan was 
made several years ago for the pur- 
pose of refinancing a first mortgage 
and repairs to an existing house. 
For several months payments were 
made promptly, but soon the house 
was vacated by a tenant and the 
mortgagor suffered other business 
reverses which made it impossible 
for him to meet the required month- 
ly installments. 

Every effort was made by the 
bank to obtain payment of the delin- 
quent installments, without success. 
To comply with the F. H. A. regula- 
tions, the mortgagee was forced to 
notify the Federal Housing Admin- 
istration of Washington, advising 
them of the status of the loan. Sev- 
eral letters were sent to the mort- 
gagor by the regional office of the 
F. H. A., requesting him to make 
immediate payment, but still the 
loan remained in default. 

The bank wished to avoid fore- 
closure if possible and sought a plan 
to aid the borrower in placing the 
loan in current shape again. 

The original principal amount of 
the loan was $3500, the term of re- 
payment 10 years, and the interest 
rate 5%. The monthly installment 
amounted to approximately $50. 


The lending officer worked out a 
schedule under the 20 year plan and, 
after submitting the proposition to 
the F. H. A., advised the mortgagor 
that it was possible to reduce the 
installments about $15 under the 
latter plan. 

At this time the taxes and insur- 
ance became due and the bank was 
forced to pay these debts against the 
mortgaged property. 

After a new mortgage was pre- 
pared and executed, and the note 
was endorsed for insurance, the 
mortgagor found that he would be 
unable to meet even the reduced 
installments and pay up the tax and 
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insurance debts which had accu- 
mulated. 

Again the F. H. A. was notified 
and they sent a representative to 
assist the lending officer in dispos- 
ing of the property. After several 
days of hard work these men were 
successful in selling the property for 
the amount of the original loan. The 
purchaser paid up all outstanding 
debts and assumed the 20 year mort- 
gage. 

There are three principal reasons 
why the bank wished to avoid fore- 
closure of an insured mortgage loan: 
1. Debentures issued in exchange 
bear 214%, while the mortgage loan 
bore 5% interest. 

2. Foreclosure costs above $75 must 
be borne by the lending institution, 
unless the property is sold for an 
amount sufficient to pay these addi- 
tional costs. 

3. One foreclosure in a community 
may tend to retard the F. H. A. plan 
in that entire section. 


Fire Damage 


On all houses mortgaged to us 
under the F. H. A. plan, we require 
full insurance coverage. Before we 
execute a mortgage or pay out 
funds, the borrower must deliver to 
our bank a paid hazard insurance 
policy covering fire, windstorm, and 
hail for the principal amount of his 
loan, with the three-fourths value 
clause eliminated and the loss pay- 
able clause made out to the bank. 

We realize that such insurance in- 
creases the cost of a premium 15%, 
but it offers excellent protection to 
both the lending institution and the 
owner of the mortgaged property. 
In later years, after a substantial 
sum has been paid on the principal, 
the amount of insurance may be 
reduced—but never below an amount 
sufficient to cover the outstanding 
principal. 

It is not a wise policy, however, 
to advise any home owner to reduce 
the amount of hazard insurance he 
carries, regardless of the status of 
his mortgage. 

In December, 1937, one of our loan 
customers suffered a fire damage on 
a property mortgaged to us under 
Title II of the National Housing Act. 
As soon as we were informed of this 
loss, the insurance adjuster was 
notified and he immediately made 
an inspection of the damaged prop- 
erty. Also we advised the F. H. A. of 
the loss and received permission to 
make a settlement with the insur- 
ance company for $450. 

By doing a part of the work him- 
self the mortgagor was successful in 
completing the repairs at a cost of 
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only $250. According to the regula- 
tions, the F. H. A. is not required to 
make an inspection of a property 
after repairs where the amount in- 
volved is less than $300. So in this 
case the owner also saved the in- 
spection fee of $10 by assisting with 
the work. 

Partial payment privileges are 
provisioned, both in the note and the 
mortgage, and no penalty is applied 
so long as the partial payment does 
not exceed in one year 15% of the 
original principal amount of a loan. 

There are several methods of ap- 
plying partial payments on F. H. A. 
insured loans—two of which are 
outlined here to illustrate this case. 

If we had permitted the mort- 
gagor to pay $200 on the principal 
and reduce all future installments it 
would have been necessary to re- 
figure his payments and order a 
special amortization schedule from 
the F. H. A. for the reduced prin- 
cipal for the remaining number of 
years shown in the original schedule. 

We did not wish to do this because 
of the extra work, delay, and trouble 
it would cause—not only to our bank 
but also to the F. H. A. Rather than 
use the above method, we suggested 





that the amount be credited on the 
principal in the same manner as 
shown by the original amortization 
schedule which shows the exact 
amount allocated to principal for 
each payment. This would accele- 
rate the maturity of the mortgage 
but would not reduce the monthly 
payments. 

In addition to the $200 which was 
held from the insurance claim to be 
applied on the principal, we had 
accumulated $36 more for hazard 
insurance premiums than was 
needed to discharge this debt an- 
nually. Therefore the total amount 
to be credited on the loan was 
$236.00. 

We agreed to make the credits after 
the payment of the February 1938 
installment—which, however, was 
reduced from $35.07 to $32.92 be- 
cause of the adjustment in hazard 
insurance payments. All future in- 
stallments on the $3500 loan were 
calculated to be $32.92, unless some 
other adjustment appeared neces- 
sary. 

The balance remaining unpaid 


after the February 1938 installment 
was received amounted to $3359.39. 

Beginning with the 17th payment 
(which according to the schedule 
was due March 1, 1938) the prin- 


cipal payments were made as fol- 

lows: 

No. 17 $9.10 No. 26 $9.45 No. 35 $9.81 
18 9.14 27 9.49 6 9.85 
19 9.18 28 9.53 37 9.89 
20 9.22 29 9.57 38 9.93 
21 9.26 30 9.61 39 9.97 
22 9.29 31 9.65 40 10.02 
23 9.33 32 9.69 41 10.06 
24 9.37 33 9.73 — 
25 9.41 349.77 $239.32 


From the above figures it will be 
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observed that 25 monthly install- 
ments were paid on the principal 
amount of the loan and that it re- 
quired $3.32 additional funds to pay 
in full the 41st installment. Also the 
principal was reduced from $3359.39 
to $3120.07. The payment of 25 in- 
stallments merely accelerated the 
maturity date of the mortgage two 
years and one month. 


Voiding A Contract 


We have learned by experience 
that contractor loans require close 
supervision. Especially is this true 
when a contractor is unable to offer 
security for the funds advanced for 
the construction of an F. H. A. 
house. To protect such loans, we 
require that the owner as well as 
the contractor sign the notes, which 
are secured by a first mortgage on 
the lot at the time the construction 
work is begun. 

A Builders’ Risk insurance policy 
covering the structure and materials 
on the site, with loss payable to our 
bank, must be furnished at the 
time of the first advance. Even with 
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these safeguards, there is always a 
chance that a contractor may have 
an error in his bid and that he may 
not have the equipment to complete 
the job in the required time. 

Several years ago one of our loan 
customers executed a contract for 
the construction of a house for 
$3100. The contract provided for a 
“lock and key” job with all labor 
and materials furnished by the con- 
tractor. 

We agreed to finance the contrac- 
tor for a part of the material and 
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labor costs, with the signature of 
the owner on the note and a tem- 
porary mortgage on the property. 
The advances were to be made after 
each inspection by the F. H. A. and 
according to the stage of the struc- 
ture and the value of materials on 
the building site. 

After the excavations had been 
made the first inspection report was 
received by our bank. This report 
showed the following: 

“Trenches on the west side of 

west foundation wall should be 

excavated to a depth of at least 

12 inches. 

Required that all footings under 

foundation wall and piers be 

reinforced and piers under house 
be at least 3¥%2 feet by 3% feet.” 


The contractor was told to make 
these changes immediately and he 
agreed to do so. At this time we 
advanced funds for the purchase of 
brick and other materials in the 
manner described above. About two 
weeks later we were asked to re- 
quest the F. H. A. to make the 
second inspection. The inspection of 
an F. H. A. house is made after the 
building is enclosed, with the struc- 
tural members left exposed, and 
while the heating, plumbing and 
electrical work is roughed in and 
visible. After this inspection was 


made, the second report listed the 
following: ' 
“Window frames not set. 
Brick piers not bonded to ex- 
terior brick wall. 
Requirements at time of first 





inspection of reinforcing footings 

has not been done.” 

This was too much for us! We 
immediately notified the contractor 
and the owner that the requirements 
issued by the F. H. A. were very 
specific and that the project would 
not be approved unless they were 
followed. Within a week, we re- 
quested an extra inspection and 
were relieved when the report 
showed: “Unfinished items in Second 
Report finished in a _ satisfactory 
manner.” 

At this stage, the house was en- 
closed and the roof was completed. 
Perhaps a week after this special 
report, we were notified that no 
work was being done on the house. 

After an investigation we found 
that the contractor had abandoned 
the job stating that it was impos- 
sible for him to complete the house 
at the contract price. We had ad- 
vanced a total of $1800 on the 
house up to this stage and of course 
held a first mortgage on the prop- 
erty. Further investigation revealed 
that the contractor had purchased 
materials from several firms, having 
them charged to himself without the 
knowledge of the owner or the 
bank. Due to the fact that no notice 
was given of the purchases the 
property remained free from any 
claims of materialmen or workmen. 
A new contract was made and the 
house was completed and approved 
by the F. H. A. Fortunately no large 
loss was suffered by any of the mate- 
rial dealers. 


Documentary Errors 

When we first began making 
F. H. A. loans, we had very little 
experience with amortized mort- 
gages. On the old form mortgage 
used by the F. H. A., Paragraph 1 
(a) on Page 2 should be completed 
to read: “1/12 of 1/2%” to cover 
mortgage insurance premiums. 

In closing a loan we overlooked 
typing this additional phrase in the 
space provided in the mortgage and 
the paper was recorded with this 
omission. The error was called to 
our attention by the F. H. A. and the 
document was returned to us for 
correction. To draw up a new mort- 
gage would have entailed some 
trouble to us, as well as incurring an 
extra recording fee of $4.20. So in 
this case we had the mortgagor 
make the change on the county 
records and O. K. the correction 
over his signature. It is a good plan 
for any new mortgagee to submit an 
unsigned mortgage and note to the 
F. H. A. for approval, before execut- 
ing and recording: the paper. 

(Continued on page 698) 
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Loan Hazards Of A Farm Equipment Dealer 


There are plenty of good credit risks among those dealers who follow the 
policies listed here. When the loan officer knows about these policies, he 
can be of help to those dealers who need to follow them more rigidly. 







There are a number of By C. R. PETERS 


things which a local im- 
plement dealer may do, 
as the result of which a 
serious loss may ruin or 
dangerously handicap 
his business. when the farmer is dickering with the trade-in. Very often, this uses 

One of these is the habit of giving two or more dealers. He lets each up the entire profits. The only way 
too-liberal allowances on machines, dealer know that he has had an _ such losses may be avoided is for 
horses, and other commodities taken offer for his horses or his used ma- the dealer to maintain a policy of 
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in trade. We refer to it as the chinery from someone else. taking trade-ins only at the cash 7 V 
“horse-trading hazard.” Often, each dealer is tempted to value represented by the amount = | 
The liberality usually develops make a more liberal allowance for for which he is sure he can resell aed 
the goods (including the cost of ae 
‘ reconditioning them). “9 
Protection Given A Farm Equipment Dealer This may lose some deals for him, ne 
+4 in 
By Each Type Of Insurance but it is better to lose a deal on a 
‘ re which there would be no profit than 
s *k list. Few if any farm equipment dealers will require all of these coverages. This list should 34 ; mu 
iste —t. ry ade of the borrower's premises by an experienced insurance man, who will then recom- it is to make the deal and lose the 
mend the insurance needed. Many of these items are added to other policies as endorsements, and need profit. It is far better, we have | ove 
t li ' 
Sn eens Dae. found, to concentrate on those deals ; 
‘ that can be profitable, than it is to “ 
Name of Insurance Repays Losses Resulting From: bother with any that require too- a ; 
——) ———__ liberal trading hazards. - 
Automobile fire, theft, The damage or loss of the insured automobile by fire, theft, or a Far too often, a dealer does not car 
and collision Ps ty 5 ne properly estimate the cost of recon- 
Automobile non-owner- Claims for bodily injury or damage to the property of others caused ditioning the used machines. Unless om 
ship (for cars belonging by the automobile of an employee used in the service of the insured. accurate costs are kept it is difficult 
to the dealer’s salesmen) : , 
a ile public lisbili —~ sees = reer rer to estimate how much money the 
eé public labili- 1e automobile of the insured causing injury, death, or damage to the : 
ro neon iouaee Lindman pom. de dealer will actually spend to put the 
An accident hee > one ne. Certain a Paid to the used ge ‘ wr ge ne sell- | 
s ; business (rather than to the insured or to a ones eneficiary) for ing. e ave iearne at, ac- 4 
Business accident dismemberments, loss of eyesight, or for death. 8 ° . y 
= = curate accounting, our mistakes : 
Sickness or disease making it impossible for the insured to perform : ; ma 
Business health regular business duties. Certain amounts are wm to the business show up, whereas, without accurate f 
(rather than to the insured or to a personal bene’ ciary). accounting, we should have the loss © 
‘ . ~ Death—the stated amount to be paid to the business (rather thanto but should not know it. t 
Business life rsonal beneficiary). ° 
eile 4 ge tac tenia For example, we recently had a 
ec eration an The wrong use of the insured’s name on a check, or the changing of . : . 
forgery the check as to amount or payee, after the insured wrote it. pg td — eh eg in a ‘oe i tior 
Fidelity bond (blanket | at $500. We resold it at $700. But @ oy 
form) The dishonesty of employees of the insured the reconditioning cost so much 
Fire (with additional Damage or destruction of the inoured property by fire, windstorm, that we actually lost $128.05. The 
hazards endorsement) hail, riot, explosion, , aircraft or motor ve icle, or smoke. a best way to avoid losses from this eac 
Inside robbery Forcible py = personal property , being taken within the hazard is to maintain an accurate ~ wil 
Lessee se > camel — and complete cost accounting sys- 
Damage to or total loss, caused by fire or transportation hazards, of tem 
Merchandise floater merchandise sold on the installment plan, leased, loaned, rented, or sles Fi on 
sent on sopror “ — merchandise is in the hands of customers and It is also easy to underestimate © sel] 
t yet F : 4 
a ne taba cores ™ the cost of service on new equip- | 
Public liability and Bodily injury, death, or damage to the property of others (not in the ment. When we promise to give a | 
property damage employ of the insured) for which the insured is held liable. g : p ‘ g z the 
lank The buraing of goods on which profits or commissions would have customer service for a certain length m 
ory ane Sane been made. of time, we should have a definite a 
Safe burglary Personal property being stolen from a vault or safe. knowledge of what it costs to a ' 
Damage to named | goods, or their destruction, while in transit on a that service. By cost analysis 0 ‘ 
Transportation named carrier at a stated time, and resulting from a named cause. actual cases, we can arrive at an ‘ 
Truck cargo Ae cidents to goods being transported by motor truck owned or hired average cost of service—and should 3 hee 
—. a el rea be sure that the price at which we 
’ : Injuries to workmen for which a workmen's compensation law re- erchandise is sufficient to 7 
Workmen’s compensation cues dia auaiearer oe. sell our m a ; 1 
cover it. P ap 
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We have found, in general, that it 
is very difficult to make a good 


service man pay his way. In other 
words, it is difficult to keep him 
sufficiently busy to pay the salary 
he deserves, and it should be born 
in mind that there is a certain 
amount of the service load that 
must be carried in the general 
overhead. 

Another hazard is the credit loss, 
which sometimes amounts to quite 
a large sum. This hazard can be 
reduced, if not eliminated, by a very 
careful analysis of every credit. If 


the dealer does not depend entirely 
upon his own judgment, but gets 
the judgment of his local banker in 
addition, he is quite likely to be 
able to eliminate practically all of 
the loss from this hazard. 

Deliberate cuts in price, due to 
over eagerness to produce volume 
or to take business away from 
another dealer without regard to 
costs of doing business or overhead, 
perhaps may not have malicious 
intent but will have destructive 
results nevertheless. 

Making deals at great distance 


from home usually at less margin 
of profit and always at greater cost 
of service and handling dissipates 
the profit. 

Carelessness in failing to take in- 
terest-bearing title-retaining settle- 
ments at time of delivery results in 
a heavy credit load without recom- 
pense. Often the loss of title to the 
equipment results in loss of the 
entire value of equipment. 

Careless methods in the office 
result in goods getting away unac- 
counted for entirely and only in rare 
cases are these ever discovered. 





Policies Which Insure The Success 
Of A Farm Machinery Dealer 


1. Make only a reasonable allowance on old 
machines and other things taken in trade. 


2. Make a fair profit on every deal or pass up 
the sale. 


3. Make liberal estimates of the cost of recondi- 
tioning old machines and deduct this from the 
estimated re-sale price to compute the trade-in value. 


4. Keep accurate costs of every minute spent on 
each repair job so that actual reconditioning costs 
will be known. 


5. Keep a record of the cost of all free service 
on new machines and include that in the cost of 
selling. 


6. Carefully analyze every credit, even though 
the note may be discounted at a bank or with the 
manufacturer. 


7. Do not reduce prices just to meet competition. 
8. Do not go too far from home to sell equipment. 


9. Make no deliveries without taking interest- 
bearing, title-retaining settlements first. 


10. Allow no equipment to leave the store without 
a proper accounting record being made of it. 
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Hazards Which May Result From A 
Neglect Of Policies 
1. Serious loss on the sale of trade-ins for which 
too liberal an allowance was made. 


2. Actual loss on a sale because of eagerness to 
increase total sales regardless of profit. 


3. Loss on reconditioning cost on old equipment 
because of careless estimate or because of not 
deducting this cost from the re-sale value to get the 
trade-in price. 


4. Underestimates of costs because of not using 
cost accounting methods or because of careless 
bookkeeping. 


5. Loss on service to customers because the 
actual cost is not known. 


6. Loss from carelessly investigated credit risks. 
7. Destructive losses from price cutting. 


8. Excessive service costs because of selling 
equipment too far from home. 


9. Heavy credit load without recompense from 
the buyer. 


10. Actual loss of equipment given out without 
proper records of it. 
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Record Storage Can Be Efficient 


When you undertake to systematize the storage of 125 years’ accumulation 
of records, you have a real job on your hands. How effectively it can be done 
is demonstrated by the results obtained by the Pennsylvania Company. 








Replacing transfer cases, 
wood storage boxes, 
cardboard containers, 
and all sorts of old, 
broken-down files with 
most modern steel filing 
equipment has brought many ad- 
vantages to the Pennsylvania Com- 
pany for Insurances on Lives and 
Granting Annuities, Philadelphia, 
Pa. 

Recently this bank was faced with 
a real, specific problem of housing 
the old as well as the current 
records. Existing facilities were 
over-crowded and . cumbersome. 
Records were becoming increasingly 
inaccessible and there was a lack of 
consistent uniform method of hand- 
ling transfer records which date 
back to the year 1781. 

The housing of semi-active or in- 
active papers and records in the 
valuable floor space, as well as the 
equipment of the actual operating 
departments and of the current-file 
room, also became a major problem 
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in this bank. The storage space 
used for these transferred records 
was overcrowded and it was im- 
possible to maintain a consecutive 
arrangement of the same records. 
Then, too, it was seemingly im- 
possible to actually classify’ the 
material in any logical form. The 
continual influx of material in this 
transfer room became too great a 
physical shifting problem to keep in 
consecutive order. Various sizes of 
forms were stored in cardboard 
boxes, wood boxes, and very often 
small forms were housed in large 
and odd-size boxes, thus occupying 
considerable unnecessary space. 
Under this former set-up, old 
references were difficult to obtain. 
Stacked boxes of material, when 
referred to, meant the lifting of 
heavy boxes to get at the one de- 
sired, allowing the old boxes to drop 
down. Any semblance of order was 
destroyed when the box desired, 
instead of being placed in its proper 
position when the operator was 


through with it, merely was placed 
on top of the pile, and consequently 
out of order. 

In may instances, too, papers with- 
drawn were put back in the wrong 
box, preventing their being easily 
and quickly found when again 
needed. In _ addition, continual 
changes in the filing method for each 
class of record made it more difficult 
for the custodian of the transfer 
record room to identify and classify 
the records sent to him for storage. 

Added to this was the problem of 
the actual location of records. The 
building used for this transferred 
material was a former bank build- 
ing. It had a very high ceiling and 
in order to solve this problem, bank 
officials were confronted with the 
unpleasant and expensive task of 
erecting a permanent second floor. 

The value of suggestion, however, 
is very great. The suggestion that 
a two-tier arrangement of shelving 
for filing this material naturally in- 
terested all concerned. 


Do you recall the “Before and After Washing” illustrations in soap ads of a generation ago? Here is a “Before” illus- 
tration of the Pennsylvania Company's storage room—a room which, most decidedly, was dirty behind the ears. 
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By ROBERT K. DORAN 


The transfer section of the rejuvenated stor- 
age room. Here material is classified and 
temporarily filed in cardboard boxes (stacked 
only two high), awaiting transfer to the steel 
boxes seen in the background. Aisles are 


wide and neat. 


| 

- A survey was made. All material 
’ } was gone over, measured, for size 
h- and for quantity of various sizes on 
ng hand, and a means of classifying 
‘ly | and filing the voluminous material 
in was developed. Blueprints—a floor 
—a plan and upright elevations—were 
sila made showing the ‘suggested loca- 
ult | tion of the material to be filed. 
io | Arrangements for racks of various 
ify shelves and the suggested type and 
ge size of shelf transfer boxes, location 

: of stairway railing and type of 
of | 
‘he | flooring to be used on the second 
or tier were also shown. Also set forth 
id- were the many advantages in favor 
aa of the plan suggested in the blue- 
ale print and in the survey report, 
the | among which were the flexibility of 
of this equipment, and the sections to 
“ be set up from time to time as 
one expansion required. 
a As a matter of fact, it was found 
ing upon a complete survey that the 
in- original main floor could be so 


oe 


arranged and worked out so that the 
material actually in the building at 
that time needed only one tier of 
shelving. 


Since then the anticipated ex- 
pansion has occurred, and as more 
and more papers have been trans- 
ferred to this room, the second tier 
has been added. The shifting of 
boxes of material was easily done 
to make room for more material; 
definite locations for the material 
can be arranged; all material can 
be properly labeled, and is instantly 
accessible. 

Ladders on rollers have been pro- 
vided which allow the operator to 


Purchasing Agent, “we are now in 
a position to locate information and 
records pertaining to various past 
transactions, that we as a company 
are called upon to produce, easier 
and in a much shorter time than 
has hitherto been the case. 

“Quite a number of banks use 
cardboard boxes and old, dilapidated 
files, either wood or steel, which are 
broken down and almost impossible 
to work. Many use wooden boxes, 





Photo Courtesy Remington Rand, Inc. 


work with, it naturally follows that 
he will take a much greater interest 
in keeping these records in neat 
and orderly fashion. All of which 
means greatly increased efficiency 
on our part and quicker, 100-per- 
cent-accurate, service to our thous- 
ands of customers.” 

Among the records preserved by 
the Pennsylvania Company are the 
original archives and records of the 
Bank of North America, the first 


* oe cuny The wented, andivid~ coverless, and pile transferred bank in the United States. This 
? papers, instead of pulling out ‘an $ : lat lled The Bank of 
“ i ateehe deawer, Ah. under tite records into these boxes in such bank, later calle e Ba 0 
new plan, material is easily put back manner that both search for and North America and Trust Company 
is ite proper vlace when officials re-filing is pretty much a hit and and _ the Pennsylvania Company 

are throush with it ~ miss sort of proposition. effected a merger in 1929. 
: ’ 8 : “This, we confess, has been more These records are replete with 
' Fire hazard has been greatly or less our way of record filing. But names of illustrious, pioneer Amer- 
} _ lessened. The elimination of all this now, with the type of equipment we icans—Robert Morris, Benjamin 
wooden, inflammable shelving and have installed, there is a definite Franklin, Thomas Jefferson and 
the insertion of papers in metal place for every record—and every James Monroe, to name a few. 
containers lessens to a considerable record is in place. Alexander Hamilton and John Jay 
degree the previous fire hazard. “There is another angle to the were bank customers. Stephen 
“Due to our systematic record matter. Because the bank custodian Decatur, Sr., a naval hero in his 
ILY layout,” says Mr. R. C. Heberton, of these records is given fine tools to own right, was an original stock- 
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Photo Courtesy Remington Rand, Inc. 


holder, and both he and his son, 
Stephen Decatur, Jr., of ‘War with 
Tripoli’ fame, were depositors. 

Thus, small wonder that the 
Pennsylvania Company planned and 
executed what is perhaps the finest 
arrangement in the country for safe 
preservation and practical, daily 
use of its hundreds of thousands of 
invaluable records! 

From an equipment standpoint, 
this installation consists of regular 
high quality office shelving. In this 
instance, complete stock material 
was utilized in the erection of this 
double-tiered stack. The first tier 
of uprights were engineered in such 
a way that, as eventual expansion 
was required, the second tier could 
be applied to the supporting up- 
rights of the first tier. 

Not only did the uprights on this 
first tier shelving serve as supports 
for the second tier, but they also 
served as the members to which the 
shelves were bolted. Actually all 
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that were required were tee-shaped 
uprights with the flange slightly 
rounded off, so that boxes could not 
be caught back of the flange. 

The shelves are all coped to the 
uprights in order to give a maximum 
of storage space to eliminate all 
cracks and dust catchers. The trans- 
fer boxes, made in various sizes, are 
of a solid, heavy construction with 
the flange on the back so designed 
as to prevent the box from falling 
out when pulled out to obtain some 
particular papers. 

To eliminate the necessity of 
lifting out the boxes and carrying 
them to the floor, in search for some 
particular paper, ladders on rollers, 
as mentioned previously in this 
article, are run up and down the 
aisle, allowing the operator to reach 
any desired position easily. He can 
pull out the papers or the file he 
desires and return same to its proper 
position. This eliminates the old 
method of withdrawing the box and 


The second floor, showing the stairway, the 
grille floor, the steel shelving, and several tiers 
of boxes already installed in anticipation of 
expansion. Steel equipment and conveniently 
placed extinguishers 
specter of fire. 


have eliminated the 


Important Points In 
Remodeling The 
Storage Room 


1. All material was measured 
for size and quantity. 


2. A classification and filing 
system was developed. 


3. Floor plan and elevation 
blueprints were drawn, showing 
the suggested layout of the 
room. 


4. Metal was substituted 
throughout for the old wooden 
shelves. 


5. Rolling ladders were install- 
ed to make upper tiers acces- 
sible. 


6. The re-arrangement made 
possible a second floor for future 
expansion. 


7. The boxes are designed so 
that material may be removed 
without carrying the box to the 
floor. 


8. The new shelving elimi- 
nates dust-catching cracks and 
corners. 


9. Grille flooring on _ the 
second floor increases light and 
circulation of air. 


carrying it to another location. 

Each box is equipped with a full- 
size label holder and _ substantial 
drawer pulls, which allow the box 
to be withdrawn from the section 
very easily. 

Since the original installation on 
the first floor, expansion has grown 
to such an extent that part of the 
second floor has been added. The 
balance will be added as continued 
expansion requires. Metal stairways 
and special guard rails have been 
furnished. On the second floor a 
grille flooring has been installed 
which allows light and air to filter 
through the entire building. 

Aisle space is ample, working 
conditions ideal. There is a pride, in 
the ‘new’ Pennsylvania Company 
record transfer room, on the part of 
the operators to keep the entire place 
neat and clean. There is also the 
stimulation to keep all material 
classified in proper order and to 


(Continued on page 691) 
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Recordak — 


COMPLETES THE TWO BIGGEST 


YEARS IN ITS HISTORY 


HE ten-year span just completed 

carried Recordak through succes- 
sive steps of creation, pioneering and 
development to well-earned leader- 
ship in the advancement of modern 
bank operations. Its first decade of 
progress closes with the two biggest 
years in its history. 

Thousands of installations in banks 
in this country and abroad... billions 
of records protected by the unfailing 
accuracy of photography. That is the 
success story of Recordak, the photo- 
graphic accounting system that serves 
bank management with faster, surer, 
lower-cost methods...and depositors 


A fittin g climax to a decade of progressive achteve- 
ments in bank operation and departmental economy 


with a degree of protection and safety 
not possible with any other system. 

Earlier this year the latest model, 
Reversible Recordak, was introduced 
to meet the demand for a high speed, 
heavy production unit for larger or- 
ganizations. 

In December will come announce- 
ment of Recordak Junior... bringing 
to even the smallest bank every advan- 
tage, every protection, every safeguard 
now enjoyed by the world’s largest 
institutions. Watch for this important 
announcement. Recordak Corporation 
(Subsidiary of Eastman Kodak Co.), 
350 Madison Ave., New York, N. Y. 


RECORDAK 


Photographic Accounting Systems 
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Can “And” Mean “Or” 
And/Or Can “Or” Mean “And” 


In Bank Documents? 


Do you agree with these conclusions and/or with the suggestion that documents be made 


clear at the time they are written? 


HE judiciary of the country is 
LP atoomieg increasingly active in 

its condemnation of the use of 
and/or, when the words appear in 
documents that find their way into 
the courts. 

There are many cases of record 
where the courts have ruled in 
favor of the plaintiffs because the 
Gocuments upon which the suits 
were based contained the words 
and/or improperly used. 

In some of the findings, the courts 
contend that the words are ambigu- 
ous, that they distort and confuse the 
true meaning and purpose of the 
documents that contain them. In 
other words the courts say—‘What 
is it? And or Or?” 

This is a matter that should be of 
importance to bankers, because of 
the many legal forms they are re- 
quired to use. I dare say that the 
forms used by most banks were 
drafted many years ago and have 
been subject to few if any changes 
since their drafting. 

While there may be _ instances 
where and/or can be, and still is, 
being properly used, I do think that, 


Read This 
AND/OR 
Show It 
To Your 


Directors 
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By GAYLORD S. MORSE 


President, The Terminal National 
Bank of Chicago. 


as an “ounce of prevention”, bank- 
ers should have their counsel review 
all forms which are in use, that con- 
tain this symbol. 

On this subject I quote herewith 
several citations as well as portions 
of an editorial which appeared in 
the American Bar _ Association 
Journal— 

In Preble v. Architectural Union, 
260 Ill. App. 405, the court at page 
442 said: 

“Before affirming the decree in 
this case we feel impelled to say 
that in the last few years the words 
‘and/or’ have, with increasing fre- 
quency crept into legal documents, 
including pleadings and even in- 
structions to juries, that only tend 
to confuse. In the bill in this case it 
is alleged that ‘the said members are 
individually engaged in the business 
of manufacturing and/or erecting 
or installing architectural and orna- 





Perhaps we should be modern and/or progressive. 


mental iron and structural steel’ etc. 
We must condemn the use of the 
words ‘and/or’ because they tend to 
confuse and mislead. While the use 
of words in the allegation above 
quoted is not so inappropriate as in 
many of the cases which come be- 
fore us, we mention them here to 
show our disapproval of them. Ina 
close case where these words are 
used, a situation may be presented 
that would warrant this court in 
reversing a judgment or decree. 
That the use of these words tends to 
uncertainty and confusion, see 
State v. Dudley, 159 La. 872; Lam- 
born v. National Park Bank of New 
York, 208 N. Y. S. 428.” 

In Tarjan v. National Surety Co., 
268 Ill. App. 232, at 240, the court 
said: 

“The second and third finding of 
fact and the third, fourth, fifth and 
sixth propositions of law submitted 
contained the symbol ‘and/or’ eight 
times. We condemned the use of 


this freakish fad in Preble v. Archi- 
tectural Iron Workers’ Union, 260 
Ill. App. 435. That we are right in 
our conclusion in this respect is seen 


BANKERS MONTHLY 


- a eee 


RRS 


SATE - eens 











LY 


aed 


ee TT 


RET ome 


2 eR RR Ee = 


LLL LLL I CETERA AM «IT 


by reference to the July, August, 
and September numbers of the 
American Bar Association Journal, 
pp. 456, 524 and 574 respectively. 

“In the July number the editor-in- 
chief, Major Edgar B. Tolman, in an 
editorial condemned the use of this 
symbol and referred to it as ‘a labor 
saving (?) symbol’ and there said: 
‘With regret we are compelled to 
note that even Congress has fallen 
into the use of this accuracy- 
destroying symbol. 

“The use of this symbol arises in 
part from a doubt as to which of the 
two words should be used. Is it any 
solution of this doubt to leave the 
question to be solved by construc- 
tion at a later time? 

“*We venture the assertion that 
any man who knows the meaning of 
the two words and the established 
distinctions in their use can take a 
modern contract or statute, bristling 
with this symbol, strike out every 
one of them and substitute the proper 
one of the two words, to the great 
clarification of the meaning of the 
instrument or act. 

“In short, we believe the symbol 
to be a device for the encourage- 
ment of mental laziness even in the 
drafting of private contracts’. And 
in the August issue Major Tolman, 
in discussing this symbol, said: ‘On 
the other hand shall we look upon 
the use of this symbol as a blessing 
in disguise which imports into 
statutes and judicial procedure room 
for polemic controversy which might 
not be discovered if the oldfashioned 
words were used, thus providing for 
the practitioner unexpected sources 
of employment like those which flow 
from ‘the jolly testator who makes 
his own will’?’ 

“In the September number of the 
Journal Mr. John W. Davis of New 
York, a lawyer of the first order, 
says: ‘Nothing has heartened me 
more of recent years than the lead- 
ing editorial in your current issue on 
the conjunction ‘and/or’. I expect 
to spend my declining years in a 
crusade against this pollution of the 
English language. It is a bastard 
sired by Indolence (he by Ignorance) 
out of Dubiety. Against such let all 
honest men protest’. 

“Hon. George W. Wickersham, a 
former Attorney General of the 
United States, in the same issue 
Says: ‘I read with interest your 
editorial in the July number of the 
AMERICAN BAR ASSOCIATION 
JOURNAL on the growing use of 
that barbarism ‘and/or’. It is one of 
the worst examples of ‘journalese’ 
and assuredly has no place in any 
composition written by one who has 
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The First National Bank 
of Chicago 


Statement of Condition September 28, 1938 


ASSETS 


Cash and Due from Banks, . 


+ $358,175,340.02 


United States Obligations—Direct and fully Guaranteed, 


Unpledged, . e « ° ‘ 
Pledged— To Secure Public Deposits, 
To Secure Trust Deposits, 


Under Trust Act of Illinois, 


Other Bonds and Securities, 
Loans and Discounts, . a 
Real Estate (Bank Building), 
Other Real Estate, ‘ 
Federal Reserve Bank Stock, 


Customers’ Liability Account of Acceptances, 


Interest Earned, not Collected, . 
Other Assets, 4 ‘ ‘ ‘ 


$287,289,817.84 
14,550,187.50 
18,825,297.66 

549,908.12 321,215,211.12 

79,348,937.99 

222,992,663.20 

6,410,322.35 

. ° . 1,695,197.74 

° . ° 1,800,000.00 

1,723,420.47 

3,447,524.90 

416,930.57 

$997,225,548.36 


LIABILITIES 


Capital Stock—Common, 3 4 
Surplus Fund, P A ‘ . 
Other Undivided Profits, . ‘ 


Discount Collected but not Earned, 


Dividends Declared, but Unpaid, 
Reserve for Taxes, etc., 4 F 
Liability Account of Acceptances, 
Time Deposits, . . 

Demand Deposits, - ‘i F 
Deposits of Public Funds, . . 


Liabilities other than those above stated, . 4 : 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


° . - $30,000,000.00 


30,000,000.00 

5,420,887.77 

676,395.26 

° . . 450,000.00 

. . ; 2,136,413.56 

° ‘ ° . 1,877,326.05 
$182,629,341.52 
665,653,038.65 

78,378,125.78 926,660,505.95 

4,019.77 

$997,225,548.36 








a knowledge of the English lan- 
guage. The primary requisite of any 
juridicial language necessarily is 
exactness. If a writer means to use 
the conjunctive he should employ 
the word ‘and’ and if he means to 
express the disjunctive he should 
use the word ‘or’, but to use this 
expression ‘and/or’ is indicative of 
confused thought, which should have 
no place in either a statute or legal 
document. The English language, 
derived as it is from different racial 
origins, at best lacks precision such 
as the Latin languages enjoy, and if 
we import into it such barbarisms 


as ‘and/or’ we make confusion worse 
confounded. I agree entirely with 
the expression of your belief in the 
July JOURNAL that the symbol is 
a ‘device’ for the encouragement of 
mental laziness even in the drafting 
of private contracts, while its use in 
pleadings and court proceedings and 
in legislative acts is utterly unjus- 
tified’. 

“And on page 242 it said: ‘I have 
always classed their use as another 
‘American craze’. The English lan- 
guage can be made expressive or 
plain enough without such unsightly 


(Continued on page 697} 
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Annotations On Small 
Loan Laws 


By F. B. Hubachek 

Published by the Russell 
Foundation, New York City 

Cloth, 255 pages, price $3. 


Because the law on any subject 
includes not only the statutes them- 
selves, but the interpretations given 
those statutes by the court, annota- 
tions such as those presented in this 
book are necessary for anyone who 
wants to have authoritative infor- 
mation. This book presents the inter- 
pretations which are so important 
to any bank making a specialty of 
small loans. 


Sage 


Real Estate Principles 
And Practice 


By Philip A. Benson and Nelson L. 
North 

Published by Prentice-Hall, Inc., 

70 Fifth Avenue, New York City. 

Cloth, 583 pages, price $5. 


This is a standard guide to the 
best methods of procedure in all 
branches of the real estate busi- 
ness, including brokerage, contracts, 
leases, sales, mortgages, manage- 
ment, appraising, and forms. Mr. 
Benson is president of the Dime 
Savings Bank of New York City, 
and Lecturer on Real Estate at New 
York University. Mr. North is a 
member of New York Bar, and 
Lecturer on Real Estate at New 
York University. Both have had 
extensive experience in the various 
branches of real estate. Mr. Benson 
handles many properties in his 
bank, so he has the banker’s view- 
point. 


682 


New Books For Bankers 
Reviewed by The Bankers Librarian 


Financial Organization And 
The Economic System 


By Harold G. Moulton 

Published by McGraw-Hill Book 
Co., Inc., 330 West 42nd St., New 
York City 

Cloth, 515 pages, price $3.50. 


The central theme of this book is 
to show the evolution and the func- 
tioning of the several types of finan- 
cial agencies and institutions as 
interrelated parts of a comprehen- 
sive financial system by means of 
which modern economic activities 
are largely organized and controlled. 
It is organized to serve as a general 
course in money, banking, and 
finance. The discussion of problems 
which are now chiefly of historical 
significance has been greatly com- 
pressed in order to permit more 
adequate consideration of current 
issues. 

Chapters cover such subjects as 
the American monetary system, 
government finance and monetary 
stability, the regulation of invest- 
ment banking, the government 
position in the credit system, and 
the financial system and commodity 
prices. 


Banks Under Roosevelt 


By J. F. T. O’Connor, formerly 
Comptroller of the Currency 

Published by Callaghan and Co., 
Chicago. 

Cloth, 167 pages, price $2.50. 


Many bankers will want to learn 
what Mr. O’Connor thinks of the 
policies which have been followed 
in recent years, with respect to the 
government’s attitude toward banks 
and banking. The book contains 
authentic historical information re- 
garding the activities of the Comp- 
troller’s office during the time Mr. 
O’Connor was in charge. It includes 
copies of the executive orders issued 
in connection with the banking situ- 
ation in 1933 and immediately 
thereafter. 


Taxation Affecting Life 
Insurance 
Published by Prentice-Hall, Inc., 


70 Fifth Ave., New York City 
Paper, 185 pages, price $1. 


This is an up-to-date interpreta- 
tion of laws and regulations regard- 


ing federal income, gift and estate 
taxes, as well as the inheritance and 
estate tax laws of the various states, 
with special reference to the income 
derived by beneficiaries from life 
insurance. It is, of course, highly 
important for trust officers to have 
this information. It will also be of 
great value to cashiers who are 
asked for advice on subjects such 
as this. 


Investment Salvage In 
Railroad Reorganization 


By Harold Palmer 

Published by Harper and Bros., 
49 East 33rd St., New York City 
Cloth, 136 pages, price $2. 


This is a book for the owners of 
railroad securities, and it is stated 
that it is for those who wish to in- 
vest in securities which have possi- 
bilities of appreciation. The author 
has had a long experience in advis- 
ing railroad security holders. His 
suggestions for methods of salvag- 
ing the maximum possible out of 
invested principal derive from satis- 
factory results already achieved in 
this field. 


The importance of the book is 
based upon the fact that 38 Class 
One railroads are in bankruptcy or 
receivership, involving 30% of the 
total mileage of the country. The 
outstanding debt of these railroads 
is three billion dollars. 

The book points out the benefits 
the railroads will have from recent 
changes in federal bankruptcy and 
reorganization laws and procedures. 
It holds out encouragement for the 
possibility of making actual gains by 
wise handling of present invest- 
ments in rails. 


The Chandler Act 


Published by Prentice-Hall, Inc., 
70 Fifth Ave., New York City 
Paper, 132 pages, price $1. 


Characterized as the most impor- 
tant bankruptcy legislation in forty 
years, the Chandler Act is particu- 
larly important to every banker. 
An understanding of it is essential 
if local situations are to be dealt 
with intelligently. 

This booklet contains the text of 
the Chandler Act, and is thoroughly 
indexed. 
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The Taxation Of Gifts 


(Continued from page 654) 


this rule, title must vest finally 
within 21 years and nine months 
after the death of some person liv- 
ing at the time of the transfer. 


One of the simplest illustrations 
of this rule can be demonstrated by 
the following case. Suppose that in 
1910, a trust was created by a 
wealthy landowner, age 60, provid- 
ing for the payment of the entire 
income to himself during his life- 
time and to his wife after his death, 
should she survive him. Upon the 
death of the survivor, the income 
was to be divided equally among 
their four children during their life- 
time, and after their death the por- 
tion of the income received by the 
deceased child was to be divided 
equally among his or her issue. If 
there were no surviving issue of a 
deceased child, then that share of 
the income was to be divided among 
the remaining living children of the 
grantor. It was stated expressly in 
the trust instrument that title to the 
corpus should remain in the trustees 
during the lifetime of the grantor 
and of his surviving widow and 
children and “until the youngest of 
my grandchildren shall attain the 
age of 21.” Upon the happening of 
that event, title was to vest in the 
beneficiaries then living. and the 
corpus was to be distributed' at that 
time. 


One problem that might arise 
in construing this trust agreement 
is to determine the meaning of the 
words “‘**the youngest of my grand- 
children”. They could mean that 
title to the trust corpus was to vest 
on the 21st birthday of the youngest 
grandchild living either when the 
trust was created in 1910 or when 
the grantor died. These words might 
also be construed as referring to all 
children of a child of the grantor, 
whether born before or after the 
grantor’s death. 


If the first meaning is adopted, 
then the birth of grandchildren after 
1910 might affect the distribution of 
the trust, but would not be likely to 
create any conflict with the rule 
against perpetuities. However, if 
the second meaning were adopted, 
it can be seen that the trust might 
be extended for a much longer time. 
In either case, the time limit of 21 
years and nine months after the 
death of a person in being when the 
transfer was made will apply. By 
the use of appropriate language, 
this trust could have been limited 
for a period ending 21 years and 
nine months after the death of the 
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CONTINENTAL ILLINOIS © 
NATIONAL BANK AND 
TRUST COMPANY 


OF CHICAGO 


Statement of Condition, September 28, 1938 


RESOURCES 


Cash and Due from Banks 


$ 510,138,222.76 


United States Government Obligations, 


Direct and Fully Guaranteed 


Other Bonds and Securities 
Loans and Discounts 


Stock in Federal Reserve Bank 
Customers’ Liability on Acceptances 
Other Banks’ Liability on Bills Purchased 
Income Accrued but Not Collected 


Banking House 


Real Estate Owned other than Banking 
House . e « 


506,735,826.88 
67,637,895.01 
156,074,304.48 
2,805,000.00 
1,185,697.98 
9,452.22 
3,293,985.02 
12,975,000.00 


3,489,588.68 
$1,264,344,973.03 


LIABILITIES 


Deposits. . 
Acceptances : 4 


Other Banks’ Bills Endorsed and Sold 
Reserve forTaxes, Interestand Expenses 


Reserve for Contingencies 


Income Collected but Not Earned . 


Preferred Stock 
Common Stock . 
Surplus ‘ 
Undivided Profits 


$1,139,197,293.81 
1,187,684.61 
9,452.22 
5,780,163.12 
13,842,985.11 
254,059.82 
25,000,000.00 
50,000,000.00 
18,500,000.00 
10,573,334.34 


United States Government obligations and other securities carried at $90, 168,581.02 
are pledged to secure public and trust deposits and for other purposes 
as required or permitted by law. 


Member Federal Deposit Insurance Corporation 








youngest grandchild living in 1910. 

Applications of the rule against 
perpetuities can become extremely 
complicated and caution is neces- 
sary when attempting to limit 
transfers of property so as to create 
future estates for unborn genera- 
tions. (44) 

In making gifts, it is a fundamen- 
tal rule that every man may dispose 
of his property as he sees fit, but 
that he has no right to injure 
creditors by deliberately making 
himself insolvent. If he does so, the 


(14) See; 48 Corpus Juris, 


“Perpetuities”’, 
P. 49, et seq. Page 767. 


gift can be set aside by action of the 
creditors and the donee forced to 
surrender the property. It is impor- 
tant, therefore, that donors be 
reminded of this possibility and 
warned to make adequate provisions 
for creditors so that a suit to reach 
transferred assets will not later 
defeat an entire tax-saving plan. 


On The Up 


The public is reported to be more 
safe-deposit-minded. Are your rent- 
als increasing? 
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HE PRACTICE OF COUNTERFEITING, IT APPEARS, GOT AN EARLY START 
IN AMERICA; BY THE YEAR 1608, A FACTORY AT JAMESTOWN, VIRGINIA, 
WAS TURNING OUT GLASS BEADS TO BE USED IN THE MASS PRODUCTION 


OF WAMPUM, OR INDIAN MONEY. 


WHEN THE INDIANS 


“CAUGHT ON” 


TO THE DECEPTION, THE VALUE OF WAMPUM DROPPED SHARPLY. 





Automobile Finance 

Company Flexibility 
(Continued from page 659) 

reduction in net worth by 1936. 

Similar relationships are further 
indicated by a comparison of the 
ratios of current assets to current 
liabilities and net worth to debt. 
These comparisons are shown in 
Table III. 

The current ratio is commonly 
taken as an indication of liquidity. 
It improved for the companies dur- 
ing the period of increasing severity 
of the 1929 to 1933 depression and 
fell during the period of improve- 
ment from 1933 to 1936. The com- 
panies operating in 1 to 4 states show 
a marked variation from the others 
in holding this ratio at a consider- 
ably higher point during the period 
of recovery and, in 1936, had not 
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brought it down to the level of 1928 
and 1929, although both of the other 
groups were below the 1928 and 
1929 standard. 

The ratio of net worth to debt 
measures the proportion of owner 
capital relative to creditor capital 
at risk in the business. An increase 
of the ratio is indicative of greater 
owner assumption in the risks of 
the business. Here, likewise, there is 
shown the increased protection 
afforded creditors during the period 
of increasing depression severity 
and a greater reliance upon creditor 
participation following the depth of 
depression conditions. In this re- 
spect the companies operating in 
the smallest number of states gen- 
erally held to a policy of greater 
owner participation than did the 
companies operating in larger num- 
bers of states. 


In all groups, however, there was 
a very definite tendency for the 
position of creditors to be more 
fully buttressed when conditions 
were worse. The current assets 
available to pay current debts were 
held in larger proportion and the 
net worth at risk of the business 
was considerably increased. 


The last point to be examined 
concerns the ability of the companies 
to maintain earnings. A direct com- 
parison is provided by means of the 
net profit to net worth as shown in 
Table IV. 


There was no year during which 
any of the groups operated at a loss. 
Furthermore, the number of in- 
stances in which single companies 
operated at a loss is very small. 
Among the companies operating in 
20 or more states, losses were found 
in 2.5% of the cases; the 5 to 19 
group had losses in 3.6% of the 
cases; and in the 1 to 4 group losses 
were sustained in 4.7 of the cases. 
Knowledge of performance of groups 
of companies in other industries 
will bear evidence to the fact that 
this is a very small percentage of 
the cases to show a loss over this 
period of nine years. It is evident 
that in spite of the extent of the 
adjustments made necessary by the 
changes in volume and total assets 
employed the companies were ex- 
ceptional in being able to manage 
their affairs so that they continued 
to operate profitably. 


The adjustments made in the debt 
structure show the extreme ease of 
flexibility for units in this class of 
business. The extent of the changes 
to which, in the past, accommoda- 


_ tion was made without serious strain 


makes it unlikely that the current 
recession will call for any greater 
adjustment than was made in the 
period under discussion. The direc- 
tion and facility of the changes 
made show the alertness of man- 
agement to the business conditions 
and their efforts and determination 
to conform in their operations, there- 
by furnishing adequate protection 
to creditors. Their ability to con- 
tinue to earn profits while making 
these changes would indicate that 
the management was capable and 
the companies sufficiently liquid and 
flexible to conform to the changing 
conditions without undue strain. 


Again, forecasts on the basis of the 
past are hazardous. But the past 
record during a severe depression 
would seem to indicate that no 
untoward fear need be felt for the 
ability of the finance company ac- 
counts to weather the present diffi- 
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culties. It seems reasonable to 
expect, on the basis of past perform- 
ance, that soundly managed finance 
companies will be among the first to 
reflect business expansion in in- 
creased volume, profits, and liquidity. 


Borrowers’ Fire 
Insurance 


(Continued from page 667) 


tories and guards against under- 


insurance. The same thing applies 
to industrial plants where raw 
materials, unfinished stocks and 


stored goods vary with the seasons. 

In general, we can say that all 
stock fire insurance companies use 
the standard form policy adopted by 
the state in which the policy is 
written. The states cannot agree on 
a standard form for the country. A 
form or rider attached to the policy 
sets forth in detail the property 
covered with protecting clause. 

The interest of the assured in the 
policy should be clearly stated, 
whether lessee, lessor, operator or 
otherwise. Name, address, owner- 
ship of property are also essential 
points. 

Stamp collections, antiques, curios, 
valuable paintings, and such, should 
be insured specifically. Securities, 
evidences of debt, deeds, accounts, 
currency, cannot be insured under 
any of the “Standard Policy” con- 
tracts adopted by the various states. 
The policyholder should, wherever 
feasible, keep an inventory of the 
value of everything contained with- 
in the insured property. In case 
of fire, this inventory facilitates the 
adjustment of claims. 

Where a policyholder divides his 
insurance among several agents, he 
should see that they all use the 
same form. This must be done to 
have all policies on the same prop- 
erty on an equal basis, should it be 
necessary to adjust a fire loss. 


Fall Convention 
Calendar 


A.B.A.—Nov. 14-17—Houston, Tex. 
(Rice Hotel) 

Assn of Bank Women—Nov. 14-17 
—Houston, Tex. 

F.A.A.—Oct. 31-Nov. 3—Fort Worth, 
Tex. 

National Association of Bank Audi- 
tors and Comptrollers—Nov. 14-16 
—Houston, Tex. 

National Association of Supervisors 
of State Banks—Nov. 10-12—Hot 
Springs, Ark. 
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It may carry the salty twang 
of New England or the soft 
accents of the South. 

It may be swift and crisp 
in the New York manner or 
full of the pleasant rolling r’s 
in the style of the West. 

But wherever you hear it, it 
will be friendly, courteous, and 
efficient. 

It’s the all-American voice 
of the Bell Telephone operator 
—“The Voice with a Smile.” 

The entire Bell System seeks 
to serve you quickly, capably 
and in the spirit of a friend. 


BELL TELEPHONE SYSTEM 


WEST 


A Salesman Helps Dealers 
Finance At Local Banks 


NOTE: The following experience was 
related to me by a top executive of one 
of the nation’s foremost processing com- 
panies. That he has requested the omis- 
sion of his name and company connection 
in no way lessens the value of this 
experience in application to any line of 
business and any local-dealer credit 
situation—The Editor. 


A short time ago, we noticed that 


SOUTH 


THE VOICE WITH 


A 


a salesman who has _ successfully 
used our finance plan stopped send- 
ing in finance contracts. The con- 
tracts stopped suddenly and without 
any word whatever from the sales- 
man. 


From experience, we were afraid 
that the salesman might be angry, 
that some of his business might have 
been handled harshly, and that he 
might be harboring a secret grudge 
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Valuation of Bonds 


under new 


investment regulations 


Within recent months revised investment 
and examination regulations were made 
effective by the federal and state bank 
supervising agencies. 

As part of our regular investment ad- 
visory service for correspondent banks, we 
now include a monthly tabulation of all 
listed bonds and active unlisted issues 
which may properly be classified in Group 
Two under the new regulations. This tabu- 
lation shows the progressive eighteen 
months average market price. 

Other features of our investment service 
comprise weekly and monthly compara- 
tive statistical tabulations of actively 
traded bonds, semi-annual surveys of lead- 
ing industries, detailed analyses of corre- 
spondent bank portfolios, and advice on 
specific investment problems. 

Financial institutions throughout the 
country are cordially invited to make use 


of our comprehensive facilities. 


MANUFACTURERS TRUST 
COMPANY 


Investment Advisory Division 


55 BROAD STREET, NEW YORK 


against our credit department. 

Without in any way questioning 
the matter, our credit manager 
found an opportunity to visit this 
salesman in the field. There was 
other business, but definitely one of 
the questions the credit manager 
was to answer was, “Why did this 
salesman quit the finance depart- 
ment?” 

Our credit manager met a sur- 
prise. The salesman had personally 
employed a lawyer and worked out 
a plan whereby each dealer had 
something definite to present to his 
banker. The salesman then pro- 
ceeded to arrange a conference be- 
tween each dealer and his banker. 
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In all but one case, the banker 
heartily agreed to cooperate in 
financing local customers. 

Our company is now free from all 
credit in this territory. Dealers are 
using substantially the same system 
and forms that we have used, with 
the exception that their names are 
substituted for ours and the bank 
takes the paper instead of our com- 
pany. 

The net result is that, on small 
orders, and even medium-size 
orders, credit is handled more eco- 
nomically. The saving is distributed 
three ways: Consumer’s price is a 
little lower, the dealer’s profit a 
little higher, and the bank makes 


some profitable loans on business 
which it formerly did not have. 


This story is as it came to me, 
I have run into a number of similar 
cases myself. It shows how a man 
with a little ingenuity can help him- 
self, his dealers, and his banker 
friends. 


How Loans May Be Created 


In a speech before the Graduate 
School of Business of Stanford Uni- 
versity in California, F. L. Lipman, 
Chairman of the Board of the 
Wells Fargo Bank and Union Trust 
Co. of San Francisco, quoted some 
very interesting facts regarding 
banking attitudes toward loans 
and commented upon them as 
follows: 


Mr. Orval W. Adams, President of 
the American Bankers’ Association, 
wrote the other day to the secre- 
taries of State Banking Associations: 
“Where propositions are received 
which are apparently unbankable, 
let us explore every possibility of 
making them bankable.” 

The Acting Comptroller of the 
Currency, Mr. Marshall R. Diggs, in 
a recent published address to bank- 
ers is reported to have said: “How- 
ever, you will surely agree that in 
these times to say no, and simply 
decline the application may not in 
all cases be enough. When you give 
these matters careful thought, you 
will further agree that bankers 
should give these honest and indus- 
trious applicants the benefit of your 
judgment and experience, and 
should put forth your best efforts in 
a sympathetic endeavor to get the 
loan placed in such sound and bank- 
able condition by way of security or 
endorsement that such extension of 
credit could be granted.” 

We are altogether in accord with 
these statements, and would not 
even confine the policy to “these 
times.” In all banking experience, 
there are frequently applications for 
credit that cannot be granted in the 
shape in which they are presented, 
but upon which the banker’s skill 
and experience might be brought to 
bear to see whether it is not possible, 
by some change of form or of sub- 
stance, eventually to reach the 
essential objective of the borrower. 
However, one must bear in mind 
that it can never be the duty of a 
banker to make a bad loan. 
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Misleading Statements 
About Banking 
(Continued from page 649) 


statement of a loan applicant, as 
follows: 





Cash $ 70.88 
Accounts receivable 2,495.00 
Inventory of merchandise 
—partly perishable 14,464.12 
$17,030.00 
Fixtures and trucks 5,000.00 
Deferred insurance, taxes 
and good will 1,667.00 
Total Assets $23,697.00 
Liabilities in notes 
and accounts payable 15,313.00 
Net Worth $8,384.00 
In 1935—loss $143 
In 1936—loss 308 
In 1937—loss 55 


In 1938—(four months) estimated profit ....$900 


This applicant wants to borrow 
$1,500. As a depositor of any bank, 
would you be willing to have that 
bank lend $150 of its money and 
$1,350 of your money to this busi- 
ness. If it were not paid, would you 
be willing to say that you would 
wait until the bank was able to 
collect it and if it could not, you 
take your part of the loss? Cer- 
tainly the bank gets the interest, but 
it pays for your money, too, either 
in interest or in service. 


Some of this may sound somewhat 
complicated to you, but now that 
you have started something you 
ought be fair enough to finish it. 
Analyzing this statement, we find 
that the applicant has $17,000 in 
what is termed “quick assets’ and 
$15,000 in liabilities. Some of his 
accounts are almost sure to be bad 
and some of his inventory not worth 
his figures. Certainly they would 
not be worth it on liquidation. We 
have no way to check his inventory, 
but must accept his figures. If we 
allow a mere 10 per cent off his 
assets, to take care of bad accounts 
and depreciated inventory, his quick 
assest are no more than his liabil- 
ities. That brings us to where we 
must look at his equipment and 
trucks, which he values at $5,000, to 
take care of the loan. True, he will 
have the $1,500 he wants to borrow. 
but after he receives it, he would 
have, let us say $16,500 quick assets 
and $16,500 liabilities, plus equip- 
ment and trucks. 

That man needs capital invested 
or a partner who will take the risk 
for a share of possible profits that 
may bring more than 6 per cent to 
compensate for the risk; banks can- 
not make permanent investments 
in businesses. 


This man ‘has a net worth of 
$8,000. Your man says he has a net 
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“Steamboat ’ Round the Bend” 
ST. LOUIS—1817 


UGUST 2, 1817 the populace of St. Louis assem- 
bled on the levee to hail the arrival of the first 
steamboat to ascend the Mississippi above the 

mouth of the Ohio. At St. Louis the cargo entered the 
trade routes to the north and west, and thus began the 
rise of river traffic that played so large a part in the com- 
mercial development of the region. 


The strategic, central location of St. Louis made the ° 
city a focal point in this new mode of transportation 
... trade and commercial development followed with 
the increase in.river traffic. This advantage of St. Louis’ 
location is a basic fact that will never change, and 


today, because of its position, the transit service of 


Mercantile-Commerce reaches practically all points 


of the country overnight. 


MERCANTILE-COMMERCE 


Bank and Trust Company 
ST. LOUIS 


worth of $6,000. I wonder if your 
man’s statement is not like the one 
I have quoted, or worse. Further- 
more, I will tell you that, beyond 
any question of a doubt, neither ap- 
plicant could borrow a nickel from 
the R. F. C., no matter how many 
people they could put to work. If 
you don’t believe it, ask Chairman 
Jesse Jones. 

The only way such a person can 
pay back a loan is by borrowing 
from some one else to pay the bank 
or by deferring payment for his new 
merchandise. 

I can also tell you that notwith- 


FEDERAL DEPOSIT 








INSURANCE CORPORATION 





You back your sales efforts 
with complete facilities. You 
know your business. You'd 
give us advice if we asked 
for it. We'll do the same for 
you. May we? 


Cr 


THE PHOENIX 
INSURANCE COMPANY 


30-088 10) 108) CONNECTICUT 


Cash ¢ $6 


$44,807,572.44 
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—in St. Louis 


A City which enjoys the nat- 
ural advantages of a cen- 
tral location, with excellent 


mail schedules both by rail 





and air. A Bank equipped 


to make full use of these 


in connection with your 


correspondent business. 


FIRST NATIONAL BANK 


IN ST. 


LOUIS 


Broadway « Locust - Olive 





MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 





standing pressure or criticism, the 
sane and sound bankers of this or 
any other country are not going to 
lend their stockholders’ money, and 
that which is intrusted with them, 
on any such flimsy showing as is 
here considered. When they do, it 
will not be long until they have no 
money on deposit to lend. Despite 
the generally prevailing idea, bank- 
ing is a highly competitive business 
and not highly profitable. The 
profits are not so great as to be able 
to absorb the losses of these “take- 
a-chance” loans. 

Any bank could lend every dollar 
of its depositors’ money to such ap- 


688 





plicants within 60 days. Hundreds 
of applicants would be at the door 
clamoring for such loans just as 
they were recently at the R. F. C. 
offices; and they will get very little 
more from the R. F. C. than they 
can get from the bankers. 

I tire of hearing people say that 
banks will not lend except on Gov- 
ernment bonds. Such statements 
usually come from people unable to 
qualify as borrowers. The banks 
have millions upon millions loaned 
merely on signatures and the char- 
acter and standing of the borrowers, 
but they are not going to break 
themselves or their depositors by 


making bad loans in order to avoid 
passing criticism. The critics can 
pass too quickly to the other side 
when trouble comes. 


Bankers are human beings despite 
all the funny stories related of them. 
They are just persons like yourself 
and not a species set apart. Few 
own any considerable portion of the 
banks in which they are officers. 
They are responsible, not alone to 
their depositors, but to their own 
stockholders. The layman seldom, 
if ever, thinks of this. To him the 
banker is the bank. They can and 
do make mistakes and there are 
good and bad among them, but as 
a whole I claim that their standing 
in any community as honest, decent, 
law-abiding citizens will compare 
favorably with that of any other 
group who are trying to do their 
part—not with a glass eye, but with 
their hearts as well, trying to live 
up to the enormous and conflicting 
trusts that are given to them. 


Now I must stop because the ex- 
aminers are outside my door, an 
income tax man wants to get in to 
check our 1936 return and my 
cashier wants to go over the last 
return for social security and unem- 
ployment tax. I have an appoint- 
ment to meet the local assessor for 
valuation on bank buildings and to 
get acquainted with the law requir- 
ing us to pay 4 per cent of our gross 
receipts to the local government, in 
addition to real estate taxes. I also 
have to go over our pay roll to see 
if we cannot give some more money 
to our poorly paid clerks and figure 
out some way to earn it while pay- 
ing first some 14 per cent on our 
capital in taxes. Being a “capitalist” 
who still owes for some of last 
winter’s clothes and a “bloated 
banker,” I have not much to do but 
look forward to the next week-end 
with a sigh of relief, when I can 
quietly sit and figure how to have 
something left for 1,200 stock- 
holders, many of whom need money 
just as badly as some of these 
would-be borrowers. 


I invite you to visit this bank for 
one day—longer, if you wish. I 
guarantee that you will go out with 
an entirely different understanding 
of banking from that contained in 
your article. That is where our 
chief difficulty lies—trying to find a 
way to make the public understand 
the fairly simple reasons for the 
attitude of bankers. It is the chief 
difficulty of business—trying to sell 
itself to the public, to the politicians 
and to the writers who, never hav- 
ing been in business, look upon it 
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as something mysterious that is 
daily sapping their life’s blood. 
Unfortunately, we are all largely at 
the mercy of those who are gifted 
in writing and speaking, few of 
whom have had to make a liveli- 
hood in the so-called business world. 


A President Reports 
To His Directors 


(Continued from page 647) 
During a part of 1936 a great 
many refunding operations took 
place and banks were invited to sub- 
scribe for the new issues. For a 
time these subscriptions were profit- 
able for the one or two points, but 
the difficulty in subscribing to new 
bonds is that records show that 
more than 80% of new bonds fall 
below their subscription prices 
within a few months. This has been 
true over a long period of years. 
When the issue is_ particularly 
attractive, you get only one or two 
bonds from each source on a sub- 
scription of $20,000 or $30,000. When 
the market has reached its culmina- 
tion, if you subscribe through sev- 
eral houses you get all the subscrip- 
tions, as we did in one or two 
instances, notably Bethlehem Steel 
($30,000), which sold several points 
lower than the offering price shortly 
after it was issued. 


Auto Financing Is Safe 


And Profitable 


(Continued from page 661) 
excellent volume of business. 

As a rule, all purchase obligations 
are handled by means of a condi- 
tional sale contract. On occasion 
when conditions require, a note and 
chattel mortgage are used. 

Under the motor vehicle code of 
California, full protection is granted 
to a financing institution by means 
of the registration of “legal owner- 
ship” of a motor vehicle. This regis- 
tration is accomplished by means of 
a report of the sale of a motor 
vehicle by the dealer. When this 
registration has been effected and 
satisfactory evidence is given to the 
financial institution, it may issue its 
check to the dealer in payment of 
the amount due him after the down- 
payment. Should the purchaser fail 
to maintain his contract payments 
in accordance with the agreed-upon 
terms, the car may be repossessed, 
and the purchaser’s rights under the 
contract cancelled. 

The routine in connection with the 
arrangement for financing an auto- 
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Bank of Ameriea’s 
AOSth braneh is 
loeated on 
Treasure Island 


* 


... site of the Golden Gate International 
Exposition . . San Francisco . . 1939 


BANK OF AMERICA has many 

friends in the American Bank- 
ers Association whom it would 
enjoy greeting once more in Cali- 
fornia. Then, too, Bank of America 
would naturally like to have you 
see the great Golden Gate Inter- 
national Exposition which has been 
prepared upon one of the most 
amazing sites ever developed—an 


artificial island in the center of 
San Francisco Bay. 
eee 

We would like to have you and 
your customers make use of Bank 
of America’s 495th branch espéci- 
ally built to serve the millions of 
men and women who will come to 
Treasure Island from all corners 
of the world. 


Bank of America 


NATIONAL SRYSE.& ASSOCIATION 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
MEMBER FEDERAL RESERVE SYSTEM 


MAIN 


San Francisco 
Los Angeles 


mobile has been simplified as much 
as possible. 


The first step is the taking of a 
credit statement from the customer. 
The form used also embodies a work 
sheet (shown herewith) with de- 
tailed information regarding the car 
to be purchased, insurance cover- 
ages, sale price of car, cash down- 
payment, trade-in of old car, and so 
on. The customer is questioned as 
to existing insurance, and the name 
of his broker or agent. He is then 
told that he will be informed as soon 
as possible whether or not the bank 
will handle his contract. His credit 
record is checked through a reliable 
agency, usually by telephone. Bank 
references, when present, are also 
checked. When the checkings are all 
complete the credit officer reviews 
the file and, if he approves, notifies 
the customer. 


A conditional sale contract is pre- 
pared from the information con- 
tained in the work sheet and a com- 
mitment letter addressed to the 
dealer is completed. When the cus- 
tomer calls he signs all three copies 
of the contract. The original and 
duplicate of the contract are enclosed 
with the commitment letter in an 
envelope addressed to the dealer and 


OFFICES: 


No. 1 Powell Street 
660 South Spring Street 





handed to the purchaser. He pre- 
sents them to the dealer and takes 
possession of his car. 

When the dealer presents the con-- 
tract, properly signed and assigned 
to him, to the bank, accompanied by 
proper evidence of registration of 
the bank as legal owner, he receives 
a check for the unpaid balance. The 
contract is then set up as an asset 
of the bank and a coupon book is 
forwarded to the purchaser detailing 
the payments to be made. 


A definite effort should be made 
to standardize contracts and opera- 
tions. When many exceptions are 
permitted, the rise in costs becomes 
an important factor. Although the 
charges work out to approximately 
9.23% simple interest on new cars 
and 11.25% on used cars, the cost 
factor can materially reduce the net 
income when uniformity of proce- 
dure is broken away from. 


History Note 


It is said that a London bank was 
one of the first to accept valuables 
for safe-keeping, and these valu- 
ables were kept in an old well back 
of the bank. 
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Advertisements The Public Can Understand 


When a government official makes 
a statement which appears to be 
detrimental to banks, Hal G. Vin- 
cent, cashier of the State Savings 
Bank of Otsego, Mich., believes that 
it is his privilege and his duty to 
make a plain statement of facts to 
the people of his community, so that 
they will be able to reach fair con- 
clusions for themselves. 

Following are quoted a series of 
advertisements which were pub- 
lished in his local paper, and which 
speak for themselves. They are par- 
ticularly interesting because they 
demonstrate a technique of making 
statements regarding banking which 
anyone in the community can 
understand. As a result of this 
public relations policy of keeping 
the public informed, this bank has 
had splendid success throughout its 
career. 

Here are the advertisements: 


Isn't It So, Mr. Jones? 


Jesse Jones of the R. F. C. took in a lot of 
territory for political purposes when he sa‘d 
banks were not free enough in extending 
credit. We wou'd say that many banks 
were too free in the past, but have NOW 
learned to protect deposi'ors’ funds. The 
R. F. C. and the State Savings Bank of 
Otsego have plenty of money for good loans 
and neither of us is interested in any other 
kind. Isn't that so, Mr. Jones? 


Loans To Business 


The R. F. C. says it cannot loan money to 
business houses on their furniture and fix- 
tures because such would be “capital loans.” 
It cannot lend on inventory because the 
merchant would have to ask the R. F. C. for 
permission every time he wanted to sell a 
suit. It cannot lend on character or goodwill, 
because this is against the policies of the 
me exe 

But it CAN toot its horn and ain't that 
sumpthin’? In the meantime BANKS are 
quietly and faithfully serving all deserving 
borrowers needing assistance. 


Obituaries 


John Doe passed away last week. He 
had some money in Postal Savings, but his 
wife can't draw it. Estate administration, 
court procedure, expense—all because 
Postal Savings accounts cannot be held 
jointly under postal regulations. 

Richard Roe and his wife had a joint 
account at the BANK. When he died unex- 
pectedly, Mrs. Roe withdrew what money 
she needed without any bother, delay or 
expense. 


Borrow At The Post Office? 
It Can’t Be Done! 


The BANK aids the farmer, the home 
owner, and business man when he needs 
credit. If you want to see Otsego prosper— 
if you would make all real estate more 
valuable, deposit your savings at the bank. 
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Deposit Vs. Building & Loan Insurance 


Don't confuse the insurance afforded 
Building and Loan shareholders with BANK 
insurance. Presumably because Federal 
Savings and Loan Associations are not 
banks, the insurance provided differs mate- 
rially in its cash availability and in its other 
features from that offered by insured banks. 
The latter provides that, upon failure of any 
member banking institution, all people hav- 
ing not over $5,000 each on deposit are 
immediately paid in full in cash by the 
Federal Deposit Insurance Corporation. We 
will explain other advantages of bank 
deposit insurance if you will call. 


Be Wise—Don’t Knock The Bank 


This bank has never been known to “turn 
down” a loan if the purpose is sound, the 
borrower has a good reputation, acceptable 
security, and an ability to repay the debt in 
a reasonable time. It isn’t good business 
for you to knock the bank, because your 
listener then secretly forms the opinion that 
you are a poor credit risk and that you have 
been “turned down” at the bank. Get wise 
to yourself and BOOST the bank. 


Just Think Of It! 


One week ago the Treasury Department 


To Control Vibration 


Development of universal vibra- 
tion dampeners for application to 
electrically driven comptometers and 
various other accounting machines 
in general use by banks, large busi- 
ness houses and industrial concerns, 
has been announced by the Mechan- 
ical Goods Division of the Goodyear 
Tire & Rubber Company, at Akron, 
Ohio. 

Vibration caused by a battery of 
such machines in action frequently 
is transmitted to other parts of the 
building in which they are installed, 
causing annoyance to workers in 





offered for sale some Government notes 
maturing in three years and bearing an 
interest rate of 7/8 of 1% annually. There 
was such a scramble for these notes that 
they were nine times oversubscribed. Para- 
doxical, isn’t it? While attempting to pay 
depositors 2% on savings, banks are fight- 
ing to invest their surplus funds at less than 
1% interest. 

On the last call rate (June 30) this bank, 
in addition to owning $90,000 in low yield 
Government bonds, had $200,000 in unin. 
vested cash upon which it receives no inter- 
est whatsoever. One-half of all our deposits 
earns for us less than 1/2 of 1% annual 
interest, yet this bank never was in better 
condition, the authorities say, in spite of 
these times. 


Free Lunch? 


The “free lunch counter” in banking is 
definitely ended, just as the free lunch 
counter of the old saloon passed into his- 
tory. There is no excuse, and never was, 
for the free lunch counter in banking. There 
is no such animal as “free service.” It never 
existed. Someone always pays, and this 
cannot be avoided. 


other departments. Application of 
these dampeners, made of especially 
compounded rubber, between the 
feet of the machines and the floor, 
eliminate the vibration and at the 
same time reduce the mechanical 
noises of operation. 

In addition to reducing noise and 
vibration, installation of dampeners 
prolong the life of the machines by 
absorbing the shocks which ordi- 
narily result when the feet of the 
machines are bolted securely to an 
unyielding surface. 

Installation of rubber vibration 
dampeners requires no alteration of 
the machines and application may 
be made to machines already in- 
stalled without removal from their 
present location or taking the 
machines out of service for a great 
length of time. 


Congratulations 


I am a constant reader of the 
Bankers Monthly. I congratulate 
you on your continued constructive 
service to the bankers in bringing to 
them practical ways and means of 
improving their institutions. 
—Thomas C. Boushall, President, 
The Morris Plan Bank of Virginia, 
Richmond, Va. 


A domineering manager creates 
careless employees. 
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Record Storage Can be 
Efficient 

(Continued from page 678) 
work with the utmost efficiency. 

“Quite extraordinary savings are 
incidental with this new equip- 
ment,” states Mr. Heberton. 

“First of all, we saved the cost of 
constructing a permanent second 
floor in our records building. Second, 
with steel construction, there is a 
permanency to the containers, 
whereas with cardboard and wooden 
boxes, piled one on another, falling 
apart and necessitating replacement, 
there is no permanency whatsoever. 

“Third, the saving in time due to 
the accessibility of the records them- 
selves and the speed in producing 
what is wanted when wanted, is 
considerable. Fourth, because of the 
uniformity of the containers hous- 
ing the records, much space is saved. 
Lastly, there is the great value that 
the right mechanical equipment 
results in better service to the cus- 
tomer—which have indeed been 
‘watch words’ of the Pennsylvania 
Company for 125 years.” 


DeLuxe Equipment 
For Farmers 


To increase the satisfaction of 
farmers with their purchases, and 
also to make it possible for them to 
enjoy their work in the fields even 
more, the Minneapolis-Moline Power 
Implement Company has built a cab 
on its field tractors which has all of 
the facilities of an automobile cab. 
It seems likely that this may have 
the result of causing farmers to pay 
their notes for the purchase of trac- 
tors, just as the fine automobiles 
have caused their buyers to pay for 
them first. 

The weather makes no difference 
to a farmer driving this new equip- 
ment, for the cab is air-ventilated 
and temperature-controlled, a hot 
water heater functioning in cold 
weather and air circulation in hot 
weather. Completely protected from 
dust and the elements, and fortified 
with safety glass in the all-steel cab, 
the farmer has at his command five 
speeds forward, from a crawl to 40 
M.P.H., with power for every need. 
Gears can be shifted “on the go.” 

The variable speed governor is 
controlled like a footfeed—Big 
Bendix “self-energizing” brakes and 
smooth-action clutch are foot-oper- 
ated. A self-starter and powerful 
electric headlights, windshield wip- 
ers and an electric horn, respond to 
the farmer’s touch. Speedometer, 
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CREATING NEW VALUES 


in modern 


correspondent relationships 


A growing number of out-of-town bankers find satisfac- 
tion in the experienced correspondent service offered by 
The Northern Trust Company in Chicago. They enjoy the 
discussions of mutual problems which frequently accom- 
pany their visits to this institution. They often benefit by 
the extensive fund of business information which is at 
their disposal here. Other bankers who seek a Chicago 
correspondent are invited to make inquiries. 


THE NORTHERN 
TRUST COMPANY 


50 SOUTH LA SALLE STREET, CHICAGO 
Member Federal Deposit Insurance Corporation 


ammeter, oil pressure gauge, and 
water temperature gauge, are 
directly before him. Countless fea- 
tures facilitate ease of operation, 
while such luxuries as radio, cigar 
lighter, and ash tray give a pleasant 
accent to the comfort side. 


Buying And Lending 


The buying of bonds is the lend- 
ing of money, and the operation 
should be preceded by the same kind 
of investigation as is made before 
a local industry is advanced funds. 








Gold is not always 
in the form of ingots 
When you need it 
you -may 
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ANOTHER GOOD POINT 


While at Houston 4ce the 


NEW FARIES LAMPS... 






Model 2209 
Price $13.50 


Adequate light is essential to fast, accu- 
rate work. Faries lamps are designed to 
give adequate light without direct or 
reflected glare. They offer a redirected 
illumination of proper intensity over the 
entire lighted area. Faries Guardsman 
line of executive office lamps include a 
wide variety of styles and finishes to 
meet any office need, either desk port- 
able—clamp-on desk—or floor portable. 












NATURAL 
LIGHT 


Faries Natural-Lightis especially adapt- 
able to general office use. These lamps 
are available in clamp-on desk—desk 
and floor portables. They shed a strong 
yet pleasing light whose texture closely 
resembles daylight, and have repeat- 
edly proven their ability to 

reduce errors ... speed up eseg ty +4 
work ... and relieve eye- 
strain and fatigue. 


See these Faries Lamps at your dealer's. If 
he cannot supply a model to meet your 


need, please write us. 
MANUFACTURING CO. 


FAR IES and S. Robert Schwartz Div. B.M. 


DECATUR, ILLINOIS 
CARRERE NN 


692 


Familiarity Breeds 
Better Loans 


How can a loan officer pass on a 
new credit application if he has not 
previously familiarized himself with 
the local industry which wishes to 
borrow? The time to make credit 
investigations is before an applica- 
tion is received. 


What Is A Fair Return 


(Continued from pave 669) 


bonds of the other two groups. 

“The second group of longer term 
Permitted Reserves (bonds due 10 
to 30 years) is composed of the 
following: 


Par 
Amount 


$150,000 


Issue 
U. S. Treasury 


Industrial bonds 





$ 20,000 Standard Oil of N. J. 
20,000 Swift & Company 
Public Utility bonds 
$ 20.000 American Tel. & Tel, Co. 
20,000 Appalachian Electric Power 
20,000 Cincinnati Gas & Electric Co. 
20,000 Duquesne Light Co. 
20,000 Pacific Gas & Electric 
$290,000 


“The average yield for the entire 
account is 2.06%, but the corporate 
equivalent yield is 2.40%. The total 
par value is $960,000 compared 
with $988,000 book value permitted. 
The book value will greatly exceed 
par value due to a sizable premium 
account. We may find that par value 
will have to be reduced further to 
come within our limitations. 

“Now comes the question, how 
does this list of proposed purchases 
fall within the limitations we have 
set ourselves with regard to (1) 
quality, (2) diversification and (3) 
reserves. Let us see: 





1. Quality Rating Par Value 
High grade (3A and 2A) $920,000 
(including Gov’t & Munic.) 
Good grade (A and 3B) 40,000 
Poor grade (under 3B but paying) 0 
Defaulted 0 
$960,000 


“There can be little criticism of 
quality ratings. 


2. Diversification Par Value % % Sug- 


gested 


U. S. Government $510,000 53 50 











Municipal 150,000 16 15 
Railroad 60,000 6 5 
Public Utility 120,000 13 15 
Industrial 100,000 10 10 
Canadian 20,000 2 5 
$960,000 100% 100% 


“It seems to me that diversifica- 
tion is near enough to our approx- 
imate goals. It might be said that 
we were somewhat heavily invested 
in industrial bonds, but considering 
the record of industrial bonds dur- 


ing recent years and the very high 
quality of those we propose to own, 
there can be little criticism. 

“Now as to reserves: 


RESERVE CLASSIFICATION 
Book Par Value 


Mandatory Reserves Value Sug- 
(bonds only) Required gested 
Bonds due within five years $360,000 $360,000 
Book Value 
Permitted Reserves Permitted 
Bonds due 5-10 years $314,000 $310,000 
Bonds due 10-30 years 314,000 290,000 
Total permitted reserves $628,000 "$600,000 
Book Value permitted $988,000 
Par Value suggested $960,000 


“It may be that in carrying out 
this program, other bonds will be 
available that prove more attrac- 
tive than those I have listed. If that 





Approx. 
Corp. 
Yieldto Equiv. 
Maturity Yield Rating 

3% 1945-51 2.51% 3.10% 

234% 7-1-53 2.78 2.78 Al 
3% 5-15-50 3.09 3.09 Al 
3%4% 1961 3.06% 3.06% Al 

4 1963 3.66 3.66 A 

3% 1966 2.89 2.89 Al 

3% 1965 3.00 3.00 Al 

3% 1961 3.43 3.43 Al 
Average yield 2.80% 3.11% 


is so, we should be entirely free to 
make substitutions, provided only 
that we do not do so at the expense 
of quality, diversification or reserve 
structure. 


“Even as high grade a list as this 
may show up weak spots not ap- 
parent today. Hence, like any 
specific list of recommendations, it 
will bear constant watching. You 
may not agree with my specific 
recommendations 100%, but it has 
given me a chance to indicate in 
general the effects of our program 
upon our bond income. 


“We shall want to use conserva- 
tism in carrying this program into 
effect, due to the uncertain times 
through which we are passing. To 
the extent that the carrying out of 
our program involves shortening 
maturities and raising quality, I 
believe we should complete it as 
rapidly as possible. 

“This is the end of my story, 
gentlemen. It goes without saying 
that it will take constant care and 
vigilance to carry our program into 
effect. We must continue our 
monthly review to assure ourselves 
that the account remains properly 
invested. I do believe that if we 
adhere closely to the principles we 
have agreed upon, and the program 
we have adopted, our chances for 
handling the bond account success- 
fully in the future are good.” 
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EQUIPMENT AND SupPLy IDEAS | 
_FROM THE BANKERS SECRETARY'S NOTEBOOK aii 


Since the art editor is giving you a Thanksgiving dinner on the front cover, perhaps I may continue the 


analogy by describing my “Column” this month as the after-dinner mints. 


body refer to me, in the same vein, as ‘“‘nuts’’!) 


(Now please, don’t any- 


After all, these new developments in banking tools 


which we uncover from month to month can do a lot to brighten the “heavy meal”’ of operating a bank. 
If they help to give you a pleasanter taste for your job, at the end of the day, I’m very glad. 


Film Cabinet 


Where do you keep your Recordak 
film? In some miscellaneous storage 
carton—or in an old shoe box in a 
corner of the vault? 





Well, 
longer. 


you won’t need to, 
For 
struction Company (Jamestown, N. 
Y.) has just designed a new filing 
cabinet expressly for storing Re- 


any 
the Art Metal Con- 


cordak films. There are eight 
drawers, three compartments to a 
drawer, and each compartment 
holds 24 spool boxes. That makes 
a total of 576 spools—or 57,600 feet 
of record film. And you don’t need 
to check my arithmetic—I know the 
figures are right, because the Art 
Metal people told me so. 

Both cabinet and drawers are of 
typical, sturdy Art Metal construc- 
tion, with ball-bearing roller sus- 
pension, solid bronze hardware, 
simple but effective drawer latches, 
and (optional) automatic unit locks. 


Typewriter Pad 


“Kil-Klatter”’—can you imagine a 
more convincingly descriptive name 
for a typewriter pad? 

It was the name which first at- 
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Sincerely, 


Mary Manning 


tracted my attention to this new 
product of the American Hair and 
Felt Co. (Chicago), who also make 
the nationally advertised Ozite Rug 
Cushion. And I found that the pad 
certainly lives up to its name. It 
does deaden the rumble and chatter 
of a typewriter to an amazing de- 
gree. 


It is made of all hair—which, the 
manufacturers assure me, has been 
proven conclusively to be the best 
material for sound absorption. It 
has a processed top surface, which 
is rigid—thereby preventing the 
typewriter legs from making depres- 
sions in the pad that would lessen 
resilience and ultimately nullify the 
acoustical qualities. The bottom 
surface is specially treated to pre- 
vent skidding. 

In addition to absorbing sound, 
the Kil-Klatter pad is said to also 
absorb typing shock, thereby de- 
creasing fatigue on the part of the 
typist. 

Any piece of equipment which 
makes for a quieter office and a 
more efficient stenographer should 
warrant the consideration of any 
banker, don’t you think? 


Finger Moistener 


A friend of mine once suggested that 
bankers must be strange people, 
because they handle money as 
though it were cans of beans or 
yards of muslin! 


Well, regardless of your mental 
attitude toward the “commodity” 
you handle—you do have to handle 
it. 

To make that handling easier, 
faster, and more accurate, the Kel- 
logg Sales Co., Waltham, Mass., 
writes me about their Finger Moist- 
ener, designed for bank tellers, 
bookkeepers, secretaries, and such. 
A three inch wide brush transfers 
“just enough” moisture to the fin- 
gertips—a decided improvement 
over sloppy sponge cups or rollers 
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that leave the fingers dripping. 
There is, they say, no splashing or 
tipping over, no wheels or gadgets 


‘STEERS S<7RONG 


= 


COLORED —~ 


BILL STRAPS Po) 
Conform to S\ 
Steel-Strond —~ , 


Standards 


There is a wide difference in the 
construction and grades of bill 
straps. The wise purchasing 
officer tests all makes of straps by 
the “Steel-Strong” Standards: 


Color—stock-impregnated at 
the mill for uniformity 


Basic weight—65 pounds 
Width—1}¢ inches 
Tensile strength—70 pounds 


These above-the-average specifications for qual- 
ity, size and weight, insure better protection for 
your bank—protection ample for the hardest use. 


The “Steel-Strong” label unconditionally guar- 
antees to you that “Steel-Strong” straps are 
built to meet these specifications. 


8 different colors for quick identification. 


FREE write for generous samples, 
prices, and name of your nearest dealer. 


The C.L.DOWNEY CO. 


941-943 CLARK ST. 
CINCINNATI, OHIO. 
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GENERAL MOTORS 





is engaged primarily in facilitating 
wholesale distribution and retail 
sales of the following products of 
General Motors Corporation and 
its world-wide afhliates: CADILLAC, 
LA SALLE, BUICK, OLDSMOBILE, 
PONTIAC,CHEVROLET automobiles; 
FRIGIDAIRE appliances for refrig- 
eration and air conditioning; 
DELCO lighting, power 
and heating equip- 
ment; GMC trucks; 
BEDFORD, VAUX- 
HALL, OPEL, BLITZ— 


GEN] 


ACCEPTANCE 





MOTORS 


INSTALMENT 
PLAN 


CORPORATION 


foreign made automotive vehicles. 

The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 

In obtaining short term accom- 
modation, GMAC issues one stan- 
dard form of note. This obliga- 
tion it offers to banks 
and institutions, in 
convenient maturities 
and denominations at 
current discount rates. 


RAL 





These NOTES are available, in limited amounts, upon request. 


EXECUTIVE OFFICE NEW YORK - 


BRANCHES IN PRINCIPAL CITIES 





to wear out or rust. Refilling is sim- 
plicity itself, the water tank is gal- 
vanized, and the whole device is 
finished in handsome, two-toned, 
baked-on enamel. 

So, regardless of whether the 
germs on five dollar bills are bigger 
than the germs on one dollar bills, 
or not, none of us need ever again 
dampen a finger with our tongue 
while counting them (the bills, not 
the germs). 


Bank Calendar 


In my September “Column,” 


STRAYER 


I de- 


24 gauge 
steel 


Biter sondo—coet low. 


scribed the Levey Printing Com- 
pany’s almanac. They also make a 
bank calendar-almanac which I’m 
sure will appeal to every one of 
your farmer customers. 


The back of each monthly calen- 
dar sheet is designed as a daily 
produce record, with separate col- 
umns for eggs, poultry, milk, and 
cream, cash paid and received, and 
a memo line for describing the cash 
entries. Then, following the Decem- 
ber sheet, there are 16 pages of 
helpful farm record forms and 
tables: Hatching record, gestation 
table, farm inventory, summary of 


eo Lid A C—Tan corrugated 
—130 stock sizes 


SUPPLIES 


Transfer filing boxes—steel and paper—5 styles 
Coin Boxes and trays—steel and paper 
Lock-Seal Night Depository Bags (used by thousands of banks) 
Strap-Lock Zipper top night depository bags 
Coin Bags—Wallets—Coin Wrappers—Bill Straps 


STRAYER COIN BAG CO. 


NEW BRIGHTON, PA. 


Bank Supplies Since 1914 
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Tit COUNTY NATIONAL BANK 


AT cL oe — 


the year’s business, how to find net 
worth, rules for measuring and 
weighing, spraying schedule, and a 
miscellany of other worthwhile 
household and farm material. 

We talk a lot about public rela- 
tions in terms of city bank activity, 
but it occurs to me that the subject 
is even more important to the coun- 
try banker. Perhaps this calendar 
would be a most effective way of 
solving the rural phase of your 
good will problem. 

A similar calendar is available 
for city distribution. It contains a 
daily grocery record, space for phone 
numbers, and other material of an 
urban character. 


Loan Portfolio Analyzed 
For The Public 


As the first piece of copy in an 
educational campaign, The Pennsyl- 
vania Company of Philadelphia has 
printed a frank statement explaining 
the types of loans made and the 
quantity made during the past 
twelve months. An _ interesting 
feature of the advertisement is a 
paragraph labeled “The Facts”, 
which is here quoted: 

“During the past twelve months, 
The Pennsylvania Company has 
made the following new loans: 
3,384 commercial loans. . $34,070,424 
5,164 collateral loans. . . .$33,566,602 
21,409 installment sales 

ME cceeulvondsevses $10,221,135 
4,416 personal loans..... $ 1,209,112 
5,301 F.H.A., mortgage 

and construction loans.$ 2,835,412 
Summary (excluding loans on our 

books at the beginning of the 12 

months’ period) 39,674 loans ag- 

gregating $81,902,685. 
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This Bank Sells “Bank Money Orders” 





ae 


NAME OF PURGRASER 





*" £LO@S ANGELES, CAL. 


| | gia hengmer ene source of income, 
and a valuable service to cus- 
tomers who cannot maintain a 
checking account, is the bank money 
order. The California Bank, Los 
Angeles, is offering this service, and 
both the bank and the customers are 
finding it desirable. It is becoming 
increasingly popular, especially for 
use in paying household bills. 

In addition to the features of the 
cashier’s check, this money order 
shows the name of the purchaser, 
and he receives a detailed receipt. 


This Bank Proves That 
It Follows Its Policies 


In sending its statement of condi- 
tion to its customers and friends, 
the Merchandise National Bank of 
Chicago states its policy on the cover 
of the statement, as follows: 

“Our Policy—Safety of deposits is 
our first consideration always. That 
is constantly in our minds when 
dealing with investments and loans. 
The money you deposit with us is 
safe. 

“As to extending credit, we believe 
this is a service that business gen- 
erally has a right to expect and to 
receive from banks. And we are 
prepared and glad to give credit 
when we believe the borrower will 
pay the loan. If you desire credit 
accommodations, do not hesitate to 
discuss your needs with us. We want 
this to be a friendly, efficient insti- 
tution. We hope to serve you so 
well that you will tell your friends 
about us.” 

The statement then proceeds to 
Prove that the policy has been 
followed. An arrow, pointing to the 
total of $17,394,506.27 of immedi- 
ately realizable assets, says, “Great 


Safety—Proof of Point 1 in our 
Policy.” 
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AUTHOIZED OP OCER 


The bank makes a flat charge of ten 
cents for each money order regard- 
less of the amount for which it is 
drawn, instead of using a sliding 
scale of fees. 


The illustration shows the form 
which the California Bank uses. 
Superimposed in red on this speci- 
men money order is copy prepared 
for advertising purposes. This 
method of explaining and, at the 
same time, advertising the service, 
has proved very successful. 


Below the statement of resources, 
another arrow points to a statement 
which shows that loans have in- 
creased 42% in 24 months. On this 
arrow is the statement “Liberal 
Credit—Proof of Point 2 in our 
Policy.” 

Below this is a record of the in- 
crease of 34% in deposits in the past 
24 months; an arrow pointing to this 
statement says, “Public Recognition 
—Proof of Benefits Derived from 
our Policy.” 

This bank has been unusually 
aggressive in presenting to the 
public informative statements such 
as this. Its figures prove that it pays 
to follow the policy of keeping the 
public informed. All facts are pre- 
sented in such a way that anyone 
can understand them. Certainly, 
the bank has demonstrated that it 
has no secrets from its customers or 
the public. Any reasonable question, 
other than confidential information 
regarding its customers, will be 
answered. 


Machine Efficiency 


Often the spending of money for 
improved equipment actually re- 
duces expenses rather than increas- 
ing them. 


Never-ceasing effort to reduce 
the frequency and severity of 
accidents is one reason for the 
success of Employers Mutyal. 
Through reduced number of 


claims, improvement in expe- 
rience rating, and greater pro- 
duction, itspolicyholders make 
substantial savings in Work- 
men’s Compensation Insurance. 
Ask for complete information. 


EMPLOYERS MUTUAL 
LIABILITY INSURANCE CO. 


HOME OFFICE: WAUSAU, WIS. 
= 
Branch offices in the principal 


cities of the Middle West. Con- 
sult your Telephone Directory 


SHIELD G/ QUALITY 
|* PRODUCTS * 





Public Relations Improvers 
Bank’s Monthly Paper 


An illustrated, 8-page magazine, 
exclusively yours in your commu- 
nity, localized and individualized 
to your bank in six ways, yet pro- 
duced co-operatively at low prices. 
Makes continual friendly contacts, 
creating acquaintance, confidence, 
good will, and cordial relations. 
Teaches people to use your bank 
and develops all your departments; 
reflects sound management and 
promotes your bank’s leadership. 


Savings & Loan Paper 
A monthly house organ entirely 
different in style and text from the 
bank paper (above), especially for 
building-and-loan associations, 
locally exclusive and individualized 
to each institution it publicizes. 
WRITE without obligation TODAY 
for copies and publication plan 


a Financial Advertising Dept. 


EVEYPRINTING Co. 


250WEsT ONIO ST. _ 





INDIANAPOLIS, IND. 
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Contemplated, Contracted 
And Under Way 


Canaseraga (N. Y.) State Bank— 
enlarging quarters. 

Merchants Bank, Kansas City, Mo.— 
enlarging and modernizing quar- 
ters—acoustical walls and ceiling, 
cooling system—$50,000. 

Owosso (Mich.) Savings 
remodeling new quarters, 
style cages, new vault. 

Guaranty Bank and Trust Co., 
Gatesville, Tex. — remodeling — 
$5,000. 

First National Bank, San Jacinto, 
Cal.—remodeling exterior in In- 
dian pueblo architecture. 

Brooklyn (N. Y.) Trust Co., Sher- 
merhorn branch—remodeling new 
quarters. 

Niagara National Bank, Buffalo, 
N. Y.—modernizing recently pur- 
chased building. 

Excelsior Savings Bank, New York 
City—extensive remodeling—new 
white marble front, modern style 


Bank— 
new 


BANK BUILDING NEWS 





counters, shadowless indirect 
lighting, acoustical ceilings. 

Oswego County Trust Co., Fulton, 
N. Y.—enlarging and remodeling 
—limestone and granite front, 
terrazzo floors, hand-forged iron 
gates and grilles, burglar proof 
vaults. 

Citizens Savings Bank, Lexington 
branch, New York City—remodel- 
ing new quarters—air condition- 
ing, night depository. 

Commercial National Bank, Beeville, 
Tex.—remodeling and enlarging 
building—new vault. 

Atlantic National Bank, Jackson- 
ville, Fla.—increasing lobby space 
and tellers’ cages. 

First National Bank, Palm Beach, 
Fla.—enlarging personal loan de- 
partment, new waiting room and 
workroom furniture and equip- 
ment. 


Special Installations 


Oldham (S. D.) State Bank—bur- 
glar- and fire-proof money safes, 





Daylight and Beauty 


An exceptional combination of 
exterior beauty and interior day- 
time efficiency has been achieved in 
the new structure of the Houston 
Building and Loan Association, of 
Houston, Tex. 


Glass block and stone have been 
used together ideally for a front of 
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modern dignity. Inside, desks are 
provided with soft, well diffused 
lighting because the wall is literally 
“opened” up to floods of natural 
daylight—but well diffused through 
the translucent blocks. Designs on 
the face of such blocks not only 
eliminate direct sun rays, but pro- 
vide a smart decorative effect. A 
variety of patterns are available. 


reconditioning boiler. 

Security-First National Bank,Tulare, 
Cal.—modern type counter, acous- 
tical ceiling, enlarging safe deposit 
department. 

Pascagoula National Bank, Moss 
Point, Miss——new vault door, 
depository. 

U. S. National Bank, San Diego, Cal. 
waterproof cement paint on ex- 
terior. 

First National Bank, Floydada, Tex. 
—inter-office communication sys- 
tem. 

Oklahoma National Bank, Okla- 
homa City, Okla.—year round air 
conditioning. 

Citizens and Southern Bank, Colum- 
bia, S. C.—new vault, 1,000 new 
deposit boxes, modern lighting 
system, air conditioning—$60,000. 


How English Banks Use 
Photographic Accounting 


England’s six big banking insti- 
tutions, the Bank of England, the 
Midland Bank, Ltd., Barclays Bank, 
Ltd., Lloyds Bank, Ltd., Westmin- 
ster Bank, Ltd. and the National 
Provincial Bank, Ltd. are now 
photographing records in one or 
more of their departments. 

Midland Bank, Ltd., the largest 
bank in the world, was first to adopt 
the Recordak in 1934 as a time- 
saver and a cost-cutter in its clear- 
ing work. 

Although photographic account- 
ing has long been used in transit 
departments of banks in this country 
to take the place of the hand-writ- 
ten or machine-typed description 
formerly required, the application of 
photographic methods in England 
has gone a step farther and items 
cleared by the Head Offices of the 
big banks for their hundreds of 
branches are photographed instead 
of being straight listed on an adding 
machine. 


The photographing of these checks 
can be accomplished far more 
quickly and efficiently and the pic- 
tures provide an invaluable protec- 
tion against the loss of items in 
transit. Upon receipt at the paying 
branch, the listing is made and 
checked and a duplicate sent back 
to the Head Office. By doing away 
with the listing of the tremendous 
accumulation of checks for branch 
clearing at the Head Office and rely- 
ing upon each individual brench to 
list its own items and supply Head 
Office with the duplicate, differences 
have been practically eliminated. 

The Head Office clearing depart- 
ments have stepped up efficiency and 
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have been able to reduce the pro- 
duction burden in these departments 
where fewer machines, less floor 
space, and fewer employees are re- 
quired for this work, their time hav- 
ing been assigned to other duties 
within the bank. 

With the onset of international 
tension and war fears, the photo- 
graphing of other important official 
records by banks and the storage of 
the films at points outside London 
has become an increasingly popular 
practice. 

Special equipment has been set up 
in England for the immediate and 
quick reproduction of any lost or 
destroyed records in exact size 
facsimile form from the films of 
those records. 


Personal Loans Add 
To Profits 


“We are quite pleased with our 
personal loan department,” writes 
R. E. Conn, cashier of the First 
National Bank of Palm Beach, Palm 
Beach, Fla. “We have made satis- 
factory profits, and it has created 
since its installation on November 
1, 1937, a great deal of good will 
among the 2,000 customers we have 
served. 

“During that time, we loaned a 
total of $487,034.77, The average 
loan was $243. At present, we have 
outstanding $279,672.83. During the 
month of September, we made 322 
loans out of 451 applications. On 
September 30, we had only 17 delin- 
quent notes, each less than 30 days 
past due. Our discount rate is 6% 
per year, and the majority of our 
notes are for twelve months. 

“However, we do lend money to 
buy new cars and refrigerators to be 
repaid in 18 months; a very few are 
made for 24 months.” 


Can ‘‘And’’ Mean ‘‘Or’’ 


(Continued from page 681) 
hieroglyphic, and I sincerely hope 
that other editors will emulate your 
example in ridiculing this silly 
practice’. Surely a ‘labor-saving 
(?) symbol’; ‘accuracy-destroying 
symbol’; pollution of the English 
language’; ‘that barbarism’; ‘has no 
place in any composition written by 
one who has a knowledge of the 
English language’; ‘unsightly hiero- 
glypic’ cannot be said to be in the 
English language. And the Supreme 
Court of Oregon has condemned the 
use of this symbol. Kornbrodt v. 
Equitable Trust Co., 137 Ore. 386. 
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Battleshi S 


and Banks 





but we can think of one other thing 








Nor much in common, you might say, 


++. except the 2nd letter of the alphabet 


...and that is in physical construction. 


They both tax the facilities of the 
builder, and both demand that he shall 


specialize in their creation. 


Nothing counts in building anything 
hut All sal comeiicien: swale 
product of the other. In the business 
ai building or rebuilding banks, we 
offer both. Why be content with less? 


ST. LOUIS 
BANK BUILDING 
& EQUIPMENT CO. 


NINTH AND SIDNEY-: ST. LOUIS 








“In the recent case of Wise v. 
Metropolitan Life Ins. Co. 277 Il. 
App. 343, at 345, the court said: ‘And 
in addition to the lengthy and in- 
volved printed policy, the defendant 
Insurance Company in naming the 
beneficiary has made use of the con- 
fusing fad ‘and/or’ which this court 
and other courts have condemned. 
Preble v. Architectural Iron Work- 
ers’ Union of Chicago, 260 Ill. App. 
435; Tarjan v. National Surety Co., 
268 Ill. App. 232; Thibodeaux v. 
Uptown Motors Corp., 270 Ill. App. 





191; Putnam v. Industrial Commis- 
sion, 80 Utah 187; Clay County Abst. 
Co. v. McKay, 226 Ala. 394; Irving 
Trust Co. v. Rose, 67 F. (2d) 89; Ex 
parte Iratacable-——Nev.—, 30 P. 
(2d) 284’. 

“In the Putnam case, supra, the 
Supreme Court of Utah held that 
the misuse of the words ‘and/or’ in 
the findings and judgment of the 
court rendered the findings and 
judgment so uncertain and indef- 
inite as to require a reversal of the 
judgment.” 
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Solving F. H. A. Problems 


(Continued from page 673) 


Adjusting Mortgage Insurance 
Payments 


The Administrator has advised 
mortgages to adjust, as soon as pos- 
sible, mortgage insurance install- 
ments on all Section 203 loans made 
prior to February 3, 1938, stating 
that the premiums shall be payable 
in advance and “equivalent to one- 
half of 1 per centum per annum—of 
the (average) principal obligation 
of the mortgage outstanding.” This 
ruling will of course reduce the 


mortgagor’s obligation to a lending 
institution and will reduce the 
amount of all future installments on 
an F. H. A. loan. 

To determine the amount to be 
collected currently for a premium 
share, mortgagees must refer to 
amortization schedules for each loan 
and mark their records from the 
Service Charge column one year 
later. 

Since many of our loan customers 
have paid equal installments for 
several years, the writer wished to 
avoid changing the amount of each 
of these payments which had be- 
come fixed obligations to them. By 


It’s Speecialized— 


To fit your need for complete, accurate, 
and reliable business information. 


It’s Concise— 


Avoiding massive generalities, saving 
your time because it gives you the busi- 
ness facts you need in the most usable 


form. 


It’s Convenient— 
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On your desk it is an accurate ready 
reference on security, grain, petroleum, 
coal, live stock and commodity quota- 
tions. 


it’s Informative — 


Reporting conditions in all fields of 
industry and finance—covering Washing- 
ton developments completely and with- 
out bias. 


It’s Worth Investigating— 


If you are not now a daily reader of the 
Chicago Journal of Commerce, write for 
three consecutive copies—we will gladly 
send them to you without charge. 


Chirage Sournal of Conunerce 


— AND LA SALLE STREET JOURNAL — 
“The business man’s daily newspaper” 
12 East Grand Avenue Chicago, Illinois 





personal contacts and letters, our 
customers were informed of the re- 
duction and they agreed to allow us 
to transfer the savings from the 
mortgage insurance column on our 
ledgers to some other column and 
to accumulate a fund either for 
repairs to the property or to be ap- 
plied as a principal payment on 
their debts. 

Although we know that the F. H. 
A. does not require such a plan, we 
believe it is an excellent way to 
protect a mortgagor in case of mis- 
fortune. 

It is an easy matter for us to de- 
termine at any time the amount 
needed to discharge any debt against 
a mortgage property, because we use 
a complete bookkeeping system 
showing the amounts allocated each 
month for every obligation we must 
pay. We also maintain separate 
trust accounts for each loan and, if 
called upon to do so, we can render 
a statement to a mortgagor at any 
time showing disbursement of the 
funds. 

Throughout this entire article the 
author has pointed out the various 
difficulties he has encountered over 
a period of several years in han- 
dling F. H. A. loans without outlin- 
ing the advantages of the loans. The 
writer, having built the first F. H. A. 
house in Demopolis, was sold on the 
plan in 1935. Since that time our 
bank has been responsible for the 
opening of a new section to our city 
by making F. H. A. loans. At the 
present time it is almost impossible 
to obtain the services of a carpenter 
in this section because of this work. 
We have released to local builders 
and contractors more than $50,000 
under Title I and Title II of the 
National Housing Act. Because of 
the publicity which has been ac- 
corded our activity in this field, we 
are called upon almost daily for 
loans under Title II. To conform to 
banking regulations regarding real 
estate loans, it appears that we will 
soon be forced to execute a purchase 
agreement with the Federal Na- 
tional Mortgage Association for the 
purchase of Title II loans. Under 
this plan, we could continue to make 
the loans without limit, retaining a 
portion of the interest collected as a 
service charge. 

At the present time we do not 
have a past-due installment in our 
note case and our experience with 
the loans have been profitable and 
satisfactory. 


Fair treatment goes a long way 
toward compensating for low 
salaries. 
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WHO'S WHO IN BANKING NEWS 


Burgess Becomes Vice Chairman, 


National City of New York 


W. Randolph Burgess, vice presi- 
dent of the Federal Reserve Bank of 
New York, has been elected vice 
chairman of the board of National 
City Bank of New York, according 
to the announcement made by James 
H. Perkins, chairman of the board. 

Following graduation from Brown 
University in 1912, Mr. Burgess 
pursued post-graduate studies at 
McGill University and at Columbia 
University. Following service dur- 
ing the war, during which he rose 
to the rank of major, he resumed his 
studies and received a Ph.D. degree 
from Columbia in 1920. During this 
period, he was also acting as statis- 
tician with the Russell Sage Foun- 
dation. 

Mr. Burgess has been associated 
with the Federal Reserve Bank of 
New York since Dec. 1, 1920, when 
he joined the statistics department 
of the bank and became editor of 
the bank’s Monthly Review of Credit 
and Business Conditions. On Jan. 1, 
1923, he became manager of the 
reports department, and in August 
of that year was appointed Assistant 
Federal Reserve Agent. 

In May, 1930, Mr. Burgess was ap- 
pointed a Deputy Governor of the 
bank in charge of open market 
operations in Government securities, 
and secretary of the Open Market 
Committee of the Federal Reserve 
System. In 1933, upon the death of 
Edwin R. Kenzel, a Deputy Gov- 
ernor of the bank, Mr. Burgess also 
became responsible for operations 
in bankers’ acceptances. 

Under the Banking Act of 1935, 
Mr. Burgess became a vice president 
of the Federal Reserve Bank of New 
York, and was designated as man- 
ager of the System Open Market 
Account. In these capacities he con- 
tinued to have charge of open mar- 
ket operations in Government 
securities and operations in bankers’ 
acceptances for the New York bank 
and for System account. 

His general function has also in- 
cluded: operations in which the 
Federal Reserve Bank of New York 
has acted as fiscal agent of the 
United States Treasury in the issu- 
ance of new Government securities, 
and in the purchase and sale of Gov- 
ernment securities for Treasury 
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account; and operations in which 
the bank has acted for other Re- 
serve banks, member banks, and 
foreign correspondent banks, in the 
purchase and sale of Government 
securities and bankers’ acceptances. 

Mr. Burgess’ professional and 
educational affiliations include the 
American Statistical Association, of 
which he has been a fellow since 
1931, serving as its president during 
1937; Academy of Political Science, 
of which he has been a trustee since 
1930; Robert College, a trustee since 
1931; Teachers College, Columbia 
University, a trustee since 1934; and 
Brown University, of which he was 
a trustee during 1933-37 and of 
which he has since been a fellow. 
He was awarded an Honorary LL.D. 
by Brown University in 1937. In 
1937 and again this year, he taught 
in the Graduate School of Banking 
at Rutgers University. 


Brady and Durrell Promoted 


The directors at the same meeting 
elected William Gage Brady, Jr., a 
vice president of the National City 
since January, 1921, senior vice 
president in charge of domestic 
operations, and Joseph H. Durrell, a 
vice president since April, 1922, 
senior vice president in charge of 
overseas operations. 

Mr. Brady first became associated 
with the National City in 1915. 
Entering the foreign department, he 
was soon made chief clerk, being 
appointed an assistant cashier in 
1916. He played an active part in 
the bank’s organization upon the 
basis of Federal Reserve districts 
and in training men in connection 
with the development of the bank’s 
foreign service. He was made an 
assistant vice president in 1919 and 
shortly thereafter was given super- 
vision of Brazil, Paraguay, Vene- 
zuela, Colombia and Ecuador. His 
election as vice president occurred 
at the annual meeting of the bank 
in 1921, when he was placed in 
charge of operations in the metro- 
politan district. He was elected a 
trustee of the East River Savings 
Bank in 1936. 

Mr. Durrell gained his initial 
banking experience with the First 


- 


National Bank and _ subsequently 

with the Fort Dodge (Ia.) National 

Bank, and as cashier of the First 

National Bank, Enid, Okla. He 

bought control of the American 

State Bank, Enid, in 1902 serving as 

vice president for two years, when 

he sold his interest to go with the 

Banco National deCuba. After instal- 

ling and organizing several branches 

for that bank, he was made head 

auditor and _ superintendent of 

branches. Joining the National City . 
in 1918, he organized 23 branches for 

the bank on the Island by the end of 
1919. A year later he became the 

bank’s representative in Mexico 

City, coming to New York in 1921 

to act as assistant vice president, 

Caribbean district. In April, 1922, 

he was elected resident vice presi- 

dent, with headquarters in Havana, 

returning to New York in 1925 as 
vice president in charge of the 
Caribbean district. Late in 1930, his 
powers were further broadened 
when he was made vice president 
and manager of the bank’s overseas 
division. 


Vice Presidents For 
National City, Cleveland 


President Sidney B. Congdon, of 
the National City Bank of Cleve- 
land has announced the election of 
two new vice presidents—W. A. 
Harman and Henry F. Bailey. 

Mr. Harman, who has had a wide 
and comprehensive experience in 
Cleveland banking, was appointed 
auditor of the National City Bank 
in 1933, and comptroller in 1936. 
Last April, he was elected president 
of the Cleveland conference, Na- 
tional Association of Bank Auditors 
and Comptrollers. His new office 
will be that of vice president and 
comptroller. 

Mr. Bailey joined the National 
City staff in April, 1937, to institute 
a counsel service on industrial and 
commercial operations, and was 
made assistant vice president last 
September. He has been identified 


“INFORMATION PLEASE” 


Collateral Loan Depts. can check cur- 
rent market prices on sheets of obsolete 
U. S. stam by subscribing to our 
week QUOTA ION BULLETIN 
$3.00 per year. 


i 
SERVICE. 
Sample copy on request 


MINT SHEET BROKERAGE CO. 


412 Caxten Bidg. Cleveland, Ohie 
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Are You Through? 


Through with advancement 
because you only know your 
particular job? 


matter — the 
will to learn—to do—does. 


Age doesn't 


A simple way to be ready 
for another job, at any time, 
is to spend a few minutes a 
day with the Blue Book 
Library of Banking Books— 
they will give you a broad 
knowledge of the fundamen- 
tal principles of banking. 


3 books —easy to read 


easy to understand 
factual, direct, 
comprehensive 


Bank Loan Management 
Bank Cost Control 
Advertising for Banks 


Special Price 
to Bank Officers and 


Employees of $5 for 
the set 
REGULAR PRICE $10 


Send for yours today and 
help yourself up the ladder. 


JT paste this coupon 
on a penny postcard 


RAND MSNALLY & COMPANY, 

536 South Clark St., Chicago 

Send me the Blue Book Library on 5 
day approval plan. If I like them I will 
send you $5—the special price for the 
3—or $2 each for any one ortwo I keep. 


en }-----—- 


SENG sew ein cee heeded a oe 
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industrial engineering since 
1918, when he joined Lockwood 
Greene Engineers, Inc., of New York 


City, managing the Cleveland 
branch from 1929 to 1934. He was 
special analyst of the Cleveland 
Federal Reserve Bank on industrial 
loans for three years before joining 
the National City Bank, where he 
inaugurated a service which enables 
the bank to study problems and 
trends of industry. 


Perkins Re-elected Head, 
N. Y. Clearing House 


At the annual meeting of the New 
York Clearing House on October 4, 
James H. Perkins, chairman of the 
board of the National City Bank, 
was re-elected president of the 
Clearing House for the fiscal year 
which ends Oct. 3, 1939. Ralph 
Peters, Jr., first vice president of 
the Corn Exchange Bank Trust Co., 
was elected secretary. 

The important Clearing House 
Committee will have as its chairman 
Harry E. Ward, president of the 
Irving Trust Co., succeeding Herbert 
P. Howell, of the Commercial Na- 
tional Bank, who was chairman dur- 
ing the past year. Other members 
of the committe are: 

H. Donald Campbell, president, 
Chase National Bank; Leon Fraser, 
president, First National Bank; W. 
Palen Conway, president, Guaranty 
Trust Co., and S. Sloan Colt, presi- 
dent, Bankers Trust Co. 

Members of the Conference Com- 
mittee for the coming year are: 
Chairman, Dunham B. Sherer, presi- 
dent, Corn Exchange Bank Trust 
Co.; George McAneny, chairman of 
board, Title Guarantee & Trust Co.; 
Frederick E. Hasler, chairman of 
executive committee, Continental 
Bank & Trust Co.; Artemus L. Gates, 
president, New York Trust Co.; and 
William Gage Brady, Jr., senior vice 
president, National City Bank. 

At the same time, the following 
were selected for the Nominating 
Committee: Chairman, James G. 
Blaine, president, Marine Midland 
Trust Co.; Frank K. Houston, presi- 
dent, Chemical Bank & Trust Co.; 
John C. Traphagen, president, Bank 
of New York; F. Abbot Goodhue, 
president, Bank of the Manhattan 
Co., and Carl J. Schmidlapp, vice 
president, Chase National Bank. 

The Committee on Admissions will 
be composed of the following: 
Chairman, Louis S. Brady, vice 
president, Bankers Trust Co.; Henry 
P. Turnbull, vice president, Central 


| Hanover Bank & Trust Co.; J. Stew- 


art Baker, chairman of board, Bank 
of the Manhattan Co.; E. Chester 
Gersten, president, Public National 
Bank & Trust Co., and Henry §. 
Sturgis, vice president, First Na- 
tional Bank. 


Bankers Raise Funds 


Winthrop W. Aldrich, chairman 
of the board of the Chase National 
Bank, is chairman of the men’s 
division of a campaign to raise 
$250,000 for the Henry Street Visit- 
ing Nurse Service of New York City. 
James H. Perkins, chairman of the 
board of the National City Bank, is 
vice chairman of the same division. 


Rossetti Celebrates 45th 


On October 5, Victor H. Rossetti, 
president of the Farmers & Mer- 
chants National Bank of Los An- 
geles, Calif., celebrated his 45th 
anniversary as a banker. On that 
day in 1893 he got a job as office 
boy in the Wells Fargo & Co. Bank 
in San Francisco. On July 1, 1911, 
Mr. Rossetti was elected cashier of 
the Farmers & Merchants National 
Bank of Los Angeles. Six years 
later, on June 4, 1917, he became 
vice president and cashier, and on 
Jan. 1, 1925, vice president. He con- 
tinued in this office until April 21, 
1931, when he was elected president 
of the bank. 


Continental Illinois Advances Allen 


At the regular monthly meeting 
of the Board of Directors of the Con- 
tinental Illinois National Bank and 
Trust Company of Chicago held in 
October, W. B. Allen, a second vice 
president, was elected a vice presi- 
dent of the bank. 


Morris Plan Elects 


The Morris Plan Bankers Associa- 
tion in convention at White Sul- 
phur Springs, West Virginia, elected 
Harry E. Small, vice president and 
secretary of the Morris Plan Bank 
of Cleveland, to the presidency of 
the Association for the forthcoming 
year. 

Other officers elected were L. D. 
Lacy of Oklahoma City, first 
vice president; and Horace D. 
McCowan of Worcester, second vice 
president. 

Mr. Small succeeds Ralph W. Pit- 
man of Richmond and Philadelphia, 
who has been president of the As- 
sociation for the past three years. 
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REVISIONS IN THE BANK SYSTEM 


Changes since Rand M¢Nally Bankers Directory, Final 1938 Edition. 





Banks not previously reported indicated by a * 


- 


NEW AND REOPENED INSTITUTIONS 


| OTTO rre a ee errr rrr errr 
New Branches........................+++-+++- National 4; State - Total 12 
BANKS REPORTED DISCONTINUED 
Through Liquidation . a aika's 1 Sie .esa-w we'd aM I RD RONNIE hog ties ciccladiacddacnessadetaeenenae Memes Total 15 
Through Merger or Consolidation. ..............National 58 lial eae Ree AAA ECS TR: Total 3 
Through Absorption. . eulge ta Saeue eats National 2; State 2 Total 4 
Through Conversion.....................+- ‘National 1; State 1.. nee ee Total 2 
po REET CRTC OCP Tee National 5; State 17; (5, SERENADE RERUNS i 
BRANCH BANKS REPORTED DISCONTINUED 
NN CNNUOUN 6 ac oacs Kexe ncaadedascede means seme ois ds sa rdeerewssiteeaee tisk eee ee Total 4 
CHANGES IN TITLES eee LOCATIONS 
NN Siu iades cKeaa Ree daawweeemeeees National 1; State 4. Total 5 
Me kttes Scart cuctavevsneuprsaauaceanecs pe ee eee ee a ee ee RE re ror er ere a Total 7 
ARKANSAS IOWA (Merged with the Wabeek State Bank 
Mount Pleasant New Virginia of Detroit, Detroit, August 31, 1938, 
Bank of Barren Fork.......... 81-560 Norwalk-Cumming State Bank, New which bank now operates a branch at 


(In the Bankers Monthly of September 
1938 this bank was reported as enter- 
ing voluntary liquidation as of August 
1, 1938. Recent reports from bank 
advise us that the bank is still in 
business) 


CALIFORNIA 

Riverside 

*Metropolitan Trust Company of Cali- 
fornia, Riverside Branch of Los An- 
DD. cubadechs based eneweuntacsue 90-128 
(Closed August 1, 1938) 

Vernon 

*Bank of America National Trust & Sav- 
ings Assn., Santa Fe and Forty-ninth 
Branch of Bank of America National 
Trust & Savings Assn., San Francisco 
eee eT OTe Tey CPT TTT rere TT 90-1399 
(Opened September 12, 1938. W. S. 
Huston, Manager) 


FLORIDA 


Jacksonville Beach 
The Jacksonville Beach Bank...63-535 
(Capital $25,000, Surplus $5,000. Fred 
Cc. Allen, President, John S. Pyatt, 
Cashier. Opened September 10, 1938) 


GEORGIA 
Davisboro 
— Banking Company (Private) 
Ree sek ak aA eee aaa eRe aak 64-1188 
(Cash resources $2,500. H. C. O'Neal, 
i and Cashier. Opened August 20. 


ILLINOIS 
Annapolis 
*First National Bank........... 70-1768 
(Voluntary liquidation September 14, 
1938. Absorbed by The Second Na- 
tional Bank of Robinson, Robinson, 


INDIANA 
Crandall 
Harrison County Bank, Branch of 
DINE icrcodksatudecdiase duos 71-1172 


(Naomi Crosby, Manager. Succeeded 
Harrison County Bank (Private), Sep- 
tember 10, 1938) 
Crandall 
Harrison County Bank (Private) 
Stnbeedee6et0sennseanaseedbanes 71-1172 
(Sold to Harrison County Bank, Pal- 
Mmyra (new) September 10, 1938, which 
bank now has a branch at Crandall) 
Palmyra 
Harrison County Bank (new state 
MEE. abcdi dts tae Caedad bind dad 17-1303 
(Capital $25,000, Surplus $6,250. Wal- 
ter H. Fisher, President, Carl Fellmy, 
Cashier. Opened September 10, 1938) 
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Virginia Office of Norwalk........... 
(F. A. Felton, Assistant Cashier and 
Office Manager. Opened September 1, 
1938) 

Orient 
Farmers and Merchants State Bank, 
Office Of Wimtereet ...cccccccccscccces 
(Opened August 15, 1938. J. F. Kingery, 
Manager) 


Oto J 
| aati Hill Savings Bank, Oto Of- 
DE canstencedveakestdeccacekenks eames 
(Certificate issued August 22. 1938. 
Opened September 3, 1938, Marion Mills, 
Mer.) 
St. Charles 
Farmers and Merchants State Bank, 
Office of Winterset ........ccscccccces 
(H. <A. Mueller, Manager. Opened 
August 15, 1938) 
Salix 
*Morningside Savings Bank, Salix Office 
OE TO CHP i. os ccccctacecdcccceaceuse 
(Opened September 17, 1938. K. A. 
Scheibe, Manager) 
West Des Moines 
Valley Junction Savings Bank...72-335 
(Changed title to West Des Moines 
State Bank. September 1, 1938) 
West Des Moines 
West Des Moines State Bank....72-335 
(Capital $25.000, Surplus $5,000. J. S. 
Compton, President, A. M. Compton. 
Cashier. Change in title of Valley 
Junction Savings Bank, effective Sep- 
tember 1, 1938) 
Winterset 
Farmers & Merchants National Rise 
(Converted to Farmers and Merchants 
State Bank, August 11, 1938) 
Winterset 
Farmers and Merchants State Boe ov 
(Capital $89.000, Surplus and Profits 
$21,330. E. E. Drake, President. N. E. 
Kelley, Cashier. Opened August 11, 
1938. Conversion of Farmers & Mer- 
chants National Bank) 


KENTUCKY 

Carrsville 

*Farmers Bank & ‘Trust Company, 
Aqenmey Of WATlOR ...ccccccccccccccse 
(Closed October 1, 1938) 

Lockport 

Camis OF TOORDOER. «cc cccciccces 73-538 
(Went into hands of State Banking 
Department for liquidation on October 
11, 1938) 


MICHIGAN 


Birmingham 
*Wabeek State Bank............ 74-1175 


Birmingham) 


Birmingham 

*Wabeek State Bank of Detroit, Bir- 
mingham Brameh ...ccccccccess 74-1175 
(Opened August 31, 1938. Frank E. 
Quisenberry, Manager. Succeeded 


Wabeek State Bank which merged 
with the Wabeek State Bank of De- 
troit, Detroit) 


Detroit 


*Wabeek State Bank of Detroit....9-90 
(Capital $1,200,000, Surplus Account 
$300,000. Merger of Wabeek State 
Bank, Birmingham, and branch at 
Ferndale with Wabeek State Bank of 
isa” Detroit. Effective August 31, 


Ferndale 


*Wabeek State Bank, Branch of Bir- 
WS» ec caececkadeuccancnexes 74-1182 
(Through merger, August 31, 1938, 
with the Wabeek State Bank of De- 
troit, this branch changed to Wabeek 
State Bank of Detroit, Branch of 
Detroit) 


Ferndale 


*Wabeek State Bank of Detroit, Fern- 
dale Branch of Detroit......... 71-1182 
(Opened August 31, 1938. J. H. Helli- 
well, Manager. Succeeded Wabeek 
State Bank, Branch of Birmingham) 


Sterling 
*Sterling Bank, (Private)........ 74-852 
(Closed September 29, 1938) 
MINNESOTA 
Hewitt ; 
Weree BenGe Bee vce cccacccceus 75-790 


(Closed by Board of Directors Septem- 
ber 2, 1938, because of defalcations) 


Jackson 


*Jackson State Bank........... 75-1067 
(Capital $25,000, Surplus and Profits 
$7,500. Roy E. Trunk, President, Anton 
Cc. Geiger, Cashier. Change in title and 
location of Farmers State Bank, Wil- 
mont. Effective October 3, 1938) 

Wilmont 

*Farmers State Bank .......... 75-1067 
(Changed title and location to Jackson 
State Bank, Jackson October 3, 1938) 


MISSOURI 

Madison 
Farmers & Merchants Bank..... 80-640 
(Placed in hands of Commissioner of 
Finance, August 17, 1938) 

Mayview 
Wermere TAGE occ ccc tvicsducece 80-1095 
(Taken over by Bank of Hieginsville, 
Higginsville, September 3, 1938) 


NEBRASKA 
Rockville 
Farmers State Bank .......... 76-1258 


(Voluntary liquidation August 26, 1938, 
paying all depositors in full) 

Wood Lake 

*Bank of Wood Lake........... 76-1341 
(Opened October _ 8, 
$25,000, Surplus $5,000. C. 
President, Elmo Gardiner, Cashier) 


NEW HAMPSHIRE 
Manchester 
Peoples Savings Bank ............ 54-8 
—? liquidation as of October 1, 
) 


NEW JERSEY 
Clayton 
Clayton Title & Trust Company.55-624 
(Voluntary liquidation August 31, 1938) 


NEW YORK 


Saranac Lake 


*Adirondack National Bank & Trust 
i Tr aT 50-444 
(Capital: Common $100,000, Preferred 


$130,000, Surplus and Profits $120,000. 
John R. Freer, President, G. H. La Pan, 
Cashier. Merger of Adirondack Na- 
tional Bank & Trust Company and 
Saranac Lake National Bank. Effec- 
tive September 24, 1938) 

Saranac Lake 

*Saranac Lake National Bank....50-445 
(Merged with Adirondack National 
i938) & Trust Company, September 24, 


NORTH CAROLINA 

Winton 

*Bank of Gates, Tellers Window Branch 
Pe NI 5 caaenccwenek 66-923 
(Opened September 1, 1938. Miss Mary 
Brady, Manager. Succeeded Farmers 
Bank of Sunbury, Tellers Window 
Branch of Sunbury which was sold to 
Bank of Gates, Gatesville) 


Winton 
*Farmers Bank of Sunbury, Tellers 
Window Branch of Sunbury..... 66-923 


(Sold to the Bank of Gates, Gatesville, 
which bank now operates a tellers 
window branch at Winton. Effective 
September 1, 1938) 


NORTH DAKOTA 
Cooperstown 
First National Bank in Cooperstown 
esesee Le eee Se Pee ere reer |g 
(Voluntary liquidation. Succeeded by 
First State Bank of Cooperstown, Sep- 
tember 1, 1938) 
Cooperstown 
First State Bank of Cooperstown 
pis eee mine aca RET TT TOT Eerste i. 
(Opened September 1, 1938. Succeeded 
First National Bank in Cooperstown 


which will go into voluntary liquida- 
tion) 


Flaxton 
v3} _ rad ot yee ipeeae nee 77-341 
ose oar 
$7 °tsas) y of Directors August 
Medora 
*Stockmen’s State Bank......... 77-653 
(Closed by Board of Directors Sep- 
tember 24, 1938) 


SOUTH DAKOTA 

Belle Fourche 

*First National Bank of Lead, Belle 
Fourche Office of Lead.......... 78-95 
(Succeeded by First National Bank of 
The Black Hills, Rapid City, Belle 
Fourche Office of Rapid City, Septem- 
ber 30, 1938) 

Belle Fourche 

*First National Bank of The Black Hills. 


Rapid City, Belle Fourche Office of 
Oo a SO ere ee 78-95 
(W. B. Penfold, Manager. Succeeded 
First National Bank of Lead, Belle 
Fourche Office of Lead) 

Deadwood 

*First National Bank of The Black 
Hills, Rapid City, Deadwood Office of 
IIE cn kg wages Glows wa os oe 78-57 
(C. O. Gorder, Manager. Succeeded 
First National Bank of Lead, Dead- 


wood Office of Lead, Septe 0 
1938) ptember 30, 

Deadwood 

*First National Bank of Lead, Dead- 
wood Office of Lead ............. 78-57 
(Succeeded by First National Bank of 
The Black Hills. Rapid City, Deadwood 
oeace of Rapid City, September 30, 

Hot Springs 

*First National Bank of Lead, 
Springs Office of Lead ......... 78-871 
(Succeeded by First National Bank of 
The Black Hills, Rapid City, Hot 
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Springs Office of Rapid City, Septem- 
ber 30, 1938) 

Hot Springs 

*First National Bank of The Black 
Hills, Rapid City, Hot Springs Office of 
MOIR CHET cc k00 ces ecevancveses 78-871 
(Walter L. Voigt, Manager. Succeeded 
First National Bank of Lead, Hot 
Springs Office of Lead) 

Lead 

*First National Bank of Lead....78-19 


(Moved to Rapid City under title of 


First National Bank of The Black 
‘ i Rapid City, September 30, 1938) 
sea 
*First National Bank of The Black 

Hills, Rapid City, Lead Office of Rapid 

EUES dno tet wake oan caw caeee ee siele 78-19 

(John M. Ryan, Manager) 

Mobridge 


*Citizens Bank & Trust Company.78-120 
(Changed title to Citizens Bank of 
Mobridge, August 22, 1938) 


Mobridge 

*Citizens Bank of Mobridge..... 78-120 
Change in title of Citizens Bank & 
Trust Company. Effective August 22, 
1938) 

Newell 


*First National Bank of Lead, Newell 
OMece. GE TMOG... oc ccncscscssess 78-452 
(Succeeded by First National Bank of 
The Black Hills, Rapid City, Newell 
Office of Rapid City, September 30, 


1938) 
Newell 
*First National Bank of The _ Black 
Hills, Rapid City, Newell Office of 
eee eer ere ere 78-452 


(D. J. Hull, Manager. Succeeded First 
National Bank of Lead, Newell Office 
September 30, 1938) 

Rapid City 
*First National Bank of Rapid = 
eee e eee eeeeeeeesreeeseeseseeeseeeee 4s- 
(Voluntary liquidation October 6, 1938. 


Absorbed by First National Bank of 
The Black Hills, Rapid City, Rapid 


City) 


Rapid City 

*First National Bank of The Black 
SAIS WADI CUE oe kcivcssnccvewens 78-44 
(Capital: Common $375,000. Preferred 


$300,000, Surplus and Profits $188,000 
R. E. Driscoll, President, Noel W. Klar, 
Cashier. Change in title and location 
of First National Bank of Lead, Lead. 
Effective September 30, 1938) 

Spearfish 

*First National Bank of Lead, Spearfish 
Office of Lead 78-124 
(Succeeded by First National Bank of 
The Black Hills, Rapid City, Spearfish 
coe of Rapid City, September 30, 
19% 

Spearfish 

*First National Bank of The Black 
Hills, Rapid City, Spearfish Office of 


pe Serre ere rr er Terr Tre 78-124 
(W. E. Dickey, Manager. Succeeded 
First National Bank of Lead. Spear- 


fish Office of Lead, September 30, 1938) 
Wessineton Springs 


Jerauld County Bank..........-. 78-827 
Closed as of close of business August 
31, 1938) 

Wilmot 

CHE BORO TO ons diss ots sicccs 78-317 


(Closed September 30, 1938) 


TEXAS 


Raymondville 

*Raymondville Trust Company. .88-1738 
(Entered voluntary liquidation August 
9, 1938) 


UTAH 


Salt Lake City 
Halloran Savings & Trust 


Company 


Trust Company) 

Salt Lake City 
Union Trust Company........... 31-62 
(Change in title of Halloran Savings & 
Trust Company. Effective July 27, 
1938. S. L. Billings, President) 


VIRGINIA 


Fredericksburg 

*Farmers & Merchants 
Planters Branch 
(Opened August 29, 1938. Carl T. Hill. 
Assistant Cashier. Succeeded Planters 
National Bank in _ Fredericksburg 
which was purchased by Farmers & 
Merchants State Bank) 


State Bank. 


Fredericksburg 
Planters National Bank in Fredericks- 
DOT: 6 0:6-0:46 600060006 gmtsecnmeeee 68-136 


(Purchased ‘by Farmers & Merchants 
State Bank. August 29, 1938. Will now 
be operated as Planters Branch) 


WASHINGTON 


La Conner 
La Conner State Bank.......... 98-354 
(Merged with The National 
Commerce, Seattle, September 1, 1938, 
which bank established a branch at 
La Conner) 

La Conner 
The National Bank of Commerce of 
Seattle, La Conner Branch...... 98-354 
(Opened September 1, 1938. G. A. Corn- 
wall, Manager. Succeeded La Conner 
State Bank which merged with The 
National Bank of Commerce of Seattle, 
September 1, 1938) 

Toppenish 

*Seattle-First National Bank, Toppenish 
Branch of Seattle ........ccsce- 98-118 
(W. S. Doran, Manager) 

Toppenish 

PEO TIARGTS DORE occ rcciccess 98-118 
(Taken over by Seattle-First National 
Bank, Seattle, September 30, 1938 
which bank now operates a branch at 
Toppenish) 


WISCONSIN 

Mindora 

*Union State Bank, Paying and Receiy- 
ing Station of West Salem 
(Discontinued October 1, 1938) 

Star Prairie 

*Bank of New Richmond, Paying and 
Receiving Station of New Richmond.. 
(Discontinued September 1, 1938) 





New Banks Reported In 
Process Of Organization 


tIndicates Press Report 


FLORIDA 
Sanford 
+Florida State Bank. 
(Capital $50,000, Surplus $10,000. M. G. 
MeNair, correspondent. To open Octo- 
ber 1, 1938) 


ILLINOIS 
Chicago 
+South Shore National Bank of Chicago. 
(Capital $200,000, Surplus 50,000, Con- 
tingent Reserve Fund $50,000. Walter 


J. Riley, President, Charles R. Gill 
Cashier) 

INDIANA 
Trafalgar 
+*Union Trust Company, Branch of 
Franklin. 

IOWA 
Lorimor 


+*Commercial State Bank, Office of Afton. 

Milo 

+Peoples Trust & Savings Bank, Office 
of Indianaola 


NORTH CAROLINA 


Kenansville 
¢*Branch Banking & Trust 
Branch of Kinston. 


Company, 


SOUTH CAROLINA 
Olanta 
+*Olanta Cash Depository. 
(Opened September 24, 1938) 


WISCONSIN 

Chetek 

+*Bank of Cameron. Receiving and Dis- 
bursing Station of Cameron. 

Patch Grove 

*Peoples State Bank, Paying and Re- 
ceiving Station of Prairie du Chien. 
(Approved October 3, 1938) 


F D | C Changes 


Since Final 1938 Rand McNally 
Bankers Directory 


FLORIDA 
Jacksonville Beach—Jacksonville Beach 
Bank Add 


ILLINOIS 
Annapolis—The First National Bank of 
EPEC eT Tee eee ee Delete 
Tilden—First State Bank of Tilden 


og vesdg edn be e6Seen wedkeknenee se ese Delete 
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INDIANA 
Crandall—Harrison County Bank, Branch 


Se PD ac aked on enuneseneans ¢acl Add 
Palmyra—Harrison County Bank (Head 
GEOGD bab cceesestechewsecarenseuns Add 
IOWA 
Fremont—First Bank & Trust Company, 
CUGO GE CRCMONWE 6.660 inccecinss Delete 
New Virginia—Norwalk-Cumming State 
Bank, Office of Norwalk........... Add 
West Des Moines—Valley Junction Sav- 
Ee SERS 660-6646 dane awianenn ee Delete 
West Des Moines—West Des Moines 
Pe ee eee. Add 
KENTUCKY 
Midway—Citizens Bank of Midway..Add 
MINNESOTA 
Hewitt—First State Bank........ Delete 
MISSOURI 
Madison—The Farmers & Merchants 
PE cuthadwhaddohadvacews bi acenn Delete 


Mayview—Farmers Bank ........ Delete 


NEW JERSEY 


Clayton—Clayton Title & Trust Com- 
DT cea nse aeenaneeeewa nee beds Delete 


NORTH CAROLINA 
Winton—Bank of Gates, Branch of 
wee ech. MRE CLOT CERO RTTORTT OTE 
Winton—Farmers Bank of Sunbury, 
Tellers Window Branch of Sunbury 
6660600460448 00 SEDER ONE R ERASERS o Delete 


NORTH DAKOTA 
Cooperstown—The First National Bank 


Re 3 Pe eT reer ee Delete 
Cooperstown—The First State Bank of 
EOIN «onus kh oon One aoe ke cle Add 
Flaxton—First Bank of Flaxton..Delete 
OKLAHOMA 
Vinita—Craig County Bank..........4 Add 


SOUTH CAROLINA 
Ware Shoals—Bank of Ware Shoals 
YET UCIT TT eT CT CTC eT OES Delete 
SOUTH DAKOTA 
Mobridge—Citizens Bank & Trust Com- 





DE <ccLmpawdnke Cehees sae aweas Delete 
Nobridge—Citizeas Bank of Mobridge 
Rakes 66.00.6646 0440666640406 600 eed Add 
teliance—Reliance State Bank....Delete 
Wessington Springs—Jerauld County 
WEE  KsW ue Kates ates Wenene aces Delete 
UTAH 
Salt Lake City—Halloran Savings & 
rer Delete 
Salt Lake City—Union Trust Company 
PT EVTETIR CCRT UCC OCU TU CCTTE RET Add 
VIRGINIA 
Fredericksburg—The Planters National 
Bank in Fredericksburg ........ Delete 
WAS HINGTON 


La Conner—La Conner State Bank. Delete 
La Conner—The National Bank of Com- 
merce of Seattle, La Conner Branch 
eee T TE CCCI OTT TT eT. Ada 


WHO'S WHO IN 


BANKING NEWS 


(Continued) 





Business Bureaus Assn. 
Honors Garver 


At the recent annual convention 
of the National Association of Better 
Business Bureaus, John N. Garver, 
vice president of the Manufacturers 
and Traders Trust Co., of Buffalo, 
N. Y., was elected chairman of the 
board of governors for the coming 
year. Mr. Garver, who has long been 
prominently identified with the 
activities of these organizations, is 
also president of the Buffalo Better 
Business Bureau. 
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Mary Manning, 
é Bankers Sectelary 


Accounting Machines 
i aa Accounting and Audit Con- 
tro! 
Adding Machines 
Adding Machine Rolls and Paper 
Addressing Machines 
Addressing Machine Plates, Sten- 
cils, etc. 
Adhesives 
Air Conditioning Equipment 
Alarms, Bank Vault 
Architects and Builders 
Autographic Registers 
Bandit Resisting Enclosures and 
Alarm Systems 
Bandit Resisting Enclosures 
Bank Directories 
Bankers’ Note Cases 
Banking By Mail Envelopes 
Banking Textbooks 
ing Machine Desks 


glar 

Calculating Machines 

Calendars 

Carbon Paper and her meg Ribbons 

Card and Ledger Guides 

Central Files 

Chairs, Aluminum 

Chairs, Posture 

Chair Pads and Cusliions 

Changeable Signs 

Check Book Covers 

Check Cancelling Perforators 

Check Certifiers 

Check Dispensers 

Check Endorsers 

Check Files 

Check Protectors 

Checks 

Check Signers 

Check Sorting Trays 

Check Sorters 

Check Stub Holders 

Chime Clock Systems 

Christmas Savings 

Clips, Paper 

Clocks, Advertising 

Coin Bags 

Coin Boxes 

Coin Cards 

Coin Changers 

Coin Clocks 

Coin Counting Machines 

Coin Counting and Packaging 
Machines 

Coin Envelopes 

Coin Sorting and Counting Machines 

Coin and Currency Trays 

Coin Wrappers 

Copyholders 

Counter Cash Protectors 

Counter Equipment 

Coupon 

Coupon Envelopes 

Currency Boxes 

Currency Envelopes 

Currency Straps 

Daters, Metal and Rubber 

Dating Machines and Stamps 

— Hold-Up Protective Equip- 

ent 


Dapeuitesios 
Deposit Ticket Files 
Desk Fountain Pens 
Desk Pads 
Diaries 
Dictating Machines 
Duplicators 
Duplicating Machine 

Supplies 
Electric Si 

alers, Hand 


Expanding Envelopes 
Filing Cabinets 


Filing Systems and Supplies 

Fire Alarm Systems 

Fire Protective Files 

Forms 

Forms, Continuous 

Fountain Pens 

Furniture 

Glass Signs 

Globes 

Ink 

Inks, Duplicating Machine 

Ink in Powdered Form 

Interest Calculators 

Interest Computing Machines 

Labels and Tags 

Lamps, Desk 

Lamps, ae Posting Machine 

Ledger Des’ 

Ledger Trave 

Loose Leaf Binders 

Machine Bookkeeping Sheets 

Maps 

Mats 

Money Orders 

Night Depositories 

Night Depository Bags 

Numbering Machines 

Paper 

Paper Fasteners 

Pass Books 

Pay Roll Envelopes 

Pencils 

Pencils, Mechanical 

Pen Points, Steel 

Personal Loan Systems 

Photographic Bank Systems 

Proof Machines 

Public Relations Advertising 

Quick Deposit Envelopes 

Registered Mail Envelopes 

Rubber Stamps 

Safes, Fire and Burglar Proof 

Safe Deposit Boxes 

Safety Paper 

Sand Urns 

Savings Banks, Home and Pocket 

Savings Clubs 

School Savings Systems 

Sealing Wax 

Seals 

Seals, Coin Bag 

Seals, Corporation, Notary, etc. 

Stamp Pads 

Stapling Machines and Staples 

Statistical Service 

Storage Files 

Supplies, Bank and Office 

Table and Floor Lamps 

Tear Gas 

Tellers-Bookkeepers Intercommuni- 
cation Systems 

Teller’s Trucks 

Thermometers, Giant Electrical, Ad- 
vertisin; 

Time endl Ditewed Time Locks 

Time Stamps 

Travelers Checks 

Typewriters 

Vaults 

Vault Equipment 

Vault Ventilators 

Venetian Blinds 

Visible Records 

Watchman ping Seen 

Window and Lobby Displays 
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Pitty Years Ago In 


Volume 5 CHICAGO, 


One who is represented to be up 
in the mysteries of Wall Street and 
to be thoroughly versed in the af- 
fairs of Wall Street men, declares 
that the popular stories regarding 
Jay Gould’s wealth are immensely 
exaggerated. Instead of being worth 
the $100,000,000 with which he is 
popularly credited, Mr. Gould is 
worth barely $50,000,000. 

€ 

Telephone communication is to be 
established between Paris and Mar- 
seilles, 500 miles apart. The line, 
which is to be of phosphor-bronze, 
will be carried underground as far 
as Nogent-sur-Marne, and from this 
will follow the Paris-Lyons-Medi- 
terranean Railway line. 

® 

No law can be passed antagonistic 
to the bank but that its bad effects 
will be felt by the depositor, and 
vice versa, no legislation favorable 
to banks can be had without good 
results accruing to the depositor. 

se 

The idea of the demagogue is that 
legislation favorable to banks is 
class legislation and opposed to the 
interests of the people. Nothing can 
be more absurd in the light of what 
we have said and patent to the 
world: that the people furnish the 
bulk of the money for the loans, and 
therefore legislate to protect their 
own interests. 

& 

Banking has not been and is not 
now forced arbitrarily into our com- 
mercial system; it is an outgrowth 
of it, and a necessity to it—that is, 
to the people. 

* 

Banking capital under intelligent 
Management can always be made 
profitable to a reasonable extent 
when confined within legitimate 
channels. Outside speculations 
wreck more banks than do unfor- 
tunate loans. The great foundation 
of banking is public confidence in 
the integrity and financial wisdom 
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of bankers. The existence of these 
qualities goes without saying, for it 
is comparatively rare that the re- 
verse proves true. 


e 
Money 


The course of money at all the 
various financial centers has been 
quiet, but with an increasing call 
for currency rather than a demand 
for money on commercial paper. 
The New York money market and 
supply, coupled with the course and 
tendency of speculation there, until 
recent years controlled the action 
of bankers all over the Union, and 
that center was at all times a point 
of interest and concern. 

This to a great extent has passed 
away, and the New York reserves, 
loans, and rates are now to the outer 
centers only guides or indications to 
help out the information of the 
movements going on at other points, 
and so the financial situation from 
week to week is diagnosed in the 
aggregate of all the centers. 

The increase of reserve centers 
has resulted admirably, and New 
York is the chief gainer, in that she 
has only now to attend to her own 
affairs, giving such help to interior 
cities as it may be convenient and 
profitable to her, and not of neces- 
sity as in former times. 

Owing to the frequently-returning 
panics formerly on the Stock Ex- 
change, banks that had nothing to 
do with these wild operations were 
nevertheless forced to keep large 
reserves, far beyond the real need 
of ordinary protection to balances, 
and yet the same fears and appre- 
hensions, weighed on their outside 
distant customers, who brought a 
second pressure to bear; and thus 
matters stood, too often for comfort 
or safety. 

The growth of wealth in the in- 
terior and the dispersion of reserves 
has relieved New York to a consid- 
erable extent as a rediscounting 
point for the interior. 
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